LaKritz, Robb

From: Ticknar, Scott B [TicknorSB2@state.gov]
Sent: Maonday, September 10, 2001 8:26 AM
To: 'Geetha.Rao@do treas.gov'
Cc: Good, David P; Monie, Krishna S; 'Robb.LaKritz@do treas.gov'; "Larry
McDonald@do treas.gov’; 'Meg.Donovan@do treas_ gov'; Rapson, Robert GINEW DELHI}
Subject: Ken Dam Schedule
Importance: High

Geetha, thanks for the green light. We have had a productiwve day - got
confirmation for the meetings at NSDL, ICICI, SEBI, the RBI meecing and che
Amcham lunch (see schedule below). The invitees for the Amcham lunch
include reps for American International Group, Arthur Anderson, Bank of
America, Citibank, Dow Corning, Exxon, KPMG, Morgan Guaranty Trust Company
of NY, Morgan Stanley India, Pfizer, Principal Financial Group, Froctor and
Gamble, Templetcon Asset Managemetn Pvt, Wyeth Ayerst Internaticnal, Enron
India. It's a good mix of banks, brokers/asset managers, and a variety of
real economy sectors l(energy, ©il, pharma, consumer products, business
consulting). Shculd be a good group (not all the above will necessarily be
able to come}.

CHNN does not have a person in Mumbai so Mr. Dam would have to go wtih CHBC,
which I have touched base with and is eager to do the interview. Business
Week's rep tells me she is interested in doing the interview, but can not
promise a story from the interview - it would likely be on background only
unless something particularly interesting came out of the inverterview.
Would this be acceptable to you?

We are working on a program for Mrs. Dam and should be able to finalize
gomething tomorrow. We hope to get a top woman entrepreneur in Mumbai to
organize a lunch with a diverse group of pecple in the business/social
sector. In the morning we would plan a tour of the city. Shall we send a
draft schedule to you in Washington tomorrow or in Delhi (the group departs
Sept 11, right?}?

Below is a cost estimate.

Estimated cost for Kenneth Dam's visit to Mumbai

Hotel Rooms (ITC Maratha Shearaten)

3 single rooms for 2 nights: 5 900

1 double room for 2 nights: £ 350

{Cost includes breakfast and transport to and from the airport])

Expediting services: (overtime for FSN, taxi claim and porters)

On arrival: (Sunday) § 31
Cn departure: $ 30

Overtime for the congen driver:

2 hours overtime and one way taxi claim: 3 9
Milage for vehicles: 540
Total estimate: s 13s80

Schedule

September 16
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1800 Depart for Mumbai on Jet airways 9W 448

1930 Arrive Mumbai (Met by hotel car)

RON ITC Maratha Sheratcn hotel, near Internmaticnal Airport
Mocnday, Sept 17

0D8:00 -0500 Working breakfast at ICICI with Mr. K.V.Kamath, Chairman
ICICI

0945-1030 Site wisit to National Securities Depository Limited, Kamala
Mills Compound

{This depository was facilitated by USAID's
FIRE project resulting in reduced paperwork, increased productivity and
elimination of securities transfer frauds.)

11:00-11:45 Meeting with Mr. D.R.Mehta, Chairman, Securities and
exchange Board of India, lst floor, Mittal Court, B Wing, 224 Wariman Poinkt,
Mumbai 400 021

12:00-12:30 Meeting with Mr. Ratan Tata, Chairman, Tata Sons ltd. at
Bombay House, Homy Meody street, Fort, Mumbai 400 001, Tel: 204 3725. (to
be confirmed]

12:45-13:30 Press interviews with Business Week and CHNBC in Taj Mahal
hotel

13:30-14:45 Lunch with US bankers/securities executives

15:00-16:00 Meeting with Mr. Bimal Jalan, Governor, Reserve Bank of
India at the Reserve Bank of India Building, 1st floor, Mumbai 400 001

17:30 Return to the hotel
Tuesday, Sept 18
03:30 Depart Mumbai for Secul by Korean Air

That's all for now. If you want to discuss please feel free to call me at
home tonight at HEQ“%J . (remember we're 10 and 1/2 hours ahead) or
e-mail me at home at Tasneemnahar@hotmail.com. 1'l1 check my e-mails.
Regards! Scott
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Annex B

UNDER SECRETARY OF STATE
FOR ECONOMIC,
BUSINESS, AND AGRICULTURAL AFFAIRS

WASHINGTOM

SENSITIVE BUT UNCLASSIFIED

February 17, 2000

TO: OPIC Board

FROM: Under Secretary of State Alan P. Larson

SUBJECT:  Gaza Power Plant Project

At the December 14" meeting of the OPIC Board, Board members raised several
questions regarding the Enron Power Plant project in Gaza for which OPIC is being
asked to provide approximately $54 million in financing. Detailed below are responses
1o each of these issues. I believe that the information below fully addresses the Board’s

concerns and recommend that the Board vote expeditiously to approve the project.

The Saudi Bin Ladin Group

The firm’s history and reputation The Saudi Bin Ladin Group is one of Saudi Arabia's
largest companies. Its activilies include construction, industrial and power projects,
petroleum, chemicals and mining, telecommunications, operations and maintenarnce,
manufacturing, trading, and satellite communications. The firm’s estimated net worth is
31 billion, and it employs more than 35,000 people. Known as “builders to the king," the
company has been the Saudi Government's prime contractor for building the kingdom's
highways and was in charge of the $6 billion project to renovate and expand the Holy
Mosques in Mecca and Medina. It has also built many of the palaces occupied by senior
members of the Royal Family. The company has subsidiaries and offices in Canada,
Cyprus, Egypt, France, Germany, Jordan, Indonesia, Italy, Lebanon, Malaysia, Spain,
Switzerland, UAE, the U.K., and the United States.

Working in partnership with both the U.S. govemment and with U.S. firms overseas, the
Saudi Bin Ladin Group has engaged in many of the Middle East region’s largest
infrastructure projects. The company is building the PP9 power plant in Riyadhina§!|
billion joint venture with General Electric (to be completed in 2000). Similarly, it has
worked with Raytheon and Bechtel on large power projects in Saudi Arabia. In 1997, it
also partnered with Enron for an ultimately unsuccessful bid on the $1.2 billion
1,750MW Shuaiba power plant project. It built the housing for U.S. Military Forces at
Eskan Village in Riyadh and at the Prince Sultan Airbase near Al-kharj. Among the
company's other major intemational projects is the runway construction at the new
international airport in Kuala Lumpur, Malaysia. The Saudi Bin Ladin Group is widely
regarded as a reliable and well-connected business partner.

SENSITIVE BUT UNCLASSIFIED
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Disassociation with Usama Bin Laden Over the years, the Saudi Bin Ladin Group has
repeatedly disassociated itself both publicly and privately from Usama Bin Ladin.
Usama is the only son of over thirty brothers who is excluded from the family business,
In 1994, Bakr Bin Ladin, the head of the Saudi Bin Ladin Group, stated publicly:

"I and all the members of the family--who number more that fifty. people--express our
great regret, sorrow, and disapproval of all, of Usama's behavior, which we neither
control nor condone. In light of the fact that Usama has been living outside the Kingdom
of Saudi Arabia now for more than two years and all of the efforts we have made to bring
him back to the correct path, we consider him singularly responsible for his statements,
actions, and behavior, if in fact he did themn.”

Furthermore, in September 1998, Yahia Muhammad Bin Ladin, the company's Deputy
Chairman, issued the following declaration (see attached Annex 1):

“As Deputy Chairman of the Saudi Binladin Group, [ hereby issue the following
declarations on our position vis-a-vis the subject, Usama bin Muhammad bin Awad Bin

Ladin:

1. Usama Bin Ladin possesses no legal or beneficial interest whatsoever
(directly or indirectly) in Saudi Binladin Group or any of its subsidiaries, affiliates or
other entities which form part of the Saudi Binladin Group.

I Usama Bin Ladin possesses no interest whatsoever (directly or indirectly)
in any assets or any other property belonging to the Saudi Bin Ladin Group or any of its
subsidiaries, affiliates or other entities which form part of the Saudi Bin Ladin Group.

i Usama Bin Ladin possesses no contractual, business or any other
relationship whatsoever (directly or indirectly) by the Saudi Bin Ladin Group or any of
its subsidianies, affiliates or other entities which form part of the Saudi Bin Ladin Group.

4, Usama Bin Ladin is not funded (directly or indirectly) by the Saudi Bin
Ladin Group or any of its subsidiaries, affiliates or other entities which form part of the
Saudi Bin Ladin Group.™

Treasury Department sanctions assessment OPIC and State have also received
assurances from the Office of Foreign Asset Controls that there are no sanctions imposed
on this company by the U.S. Treasury Department. If OFAC had reason to believe that
the company is linked to Osama Bin Ladin, then the company would, as a result, be
subject to USG sanctions.

SENSITIVE BUT UNCLASSIFIED
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Bin Ladin Company association with the Gaza Power Project The Saudi Bin Ladin
Group has no direct, and hardly any indirect, involvement in this project. It is a minority
shareholder in the Arab Palestinian Investment Company (APIC), with less than 1%
equity ownership of APIC (contributing only $500,000 to the total APIC equity pool of
more than $50 million). APIC, in turn, is a member of the Palestinian Electric Company
(PEC), the consortium which is Enron’s partner in this project. APIC holds 6% of the
total project, a share that will be reduced when one-third of the total shares are offered on
the open market to private Palestinian investors. The Saudi Bin Ladin Group, therefore,
has less than a .06% interest in the Gaza Power Project. Consistent with its lack of
involvement in the project’s partership arrangement, Enron reports that the Saudi Bin
Ladin company has not participated in any aspect of the Gaza Power Project.

In conclusion There is no information indicating an existence of ties between Usama
Bin Ladin and the Saudi Bin Ladin Group. On the contrary, the evidence shows that the
company is reputable, with a well-regarded history of partnership with major American
companies, intemational companies, and the U.S. government. Furthermore, the Saudi
Bin Ladin Group plays no role in the Gaza Power Project since it is simply a 1% investor
in a minority investor in the project, In light of the above, OPIC may conclude that 1) the
Saudi Bin Ladin Group is untied to its notorious relative of the same name, and 2) that
the company's indirect and minimal involvement in this project is not an issue that will
inhibit OPIC from financing the Gaza Power Plant project.

Support of the Government of Israel

Israeli support for the project The Government of Israel, past and present, supports the
cconomic development of Gaza. Demonstrating this approval, Ariel Sharon, Minister of
Infrastructure under the previous Israeli Likud government, provided the Palestinians
with a May 1998 letter expressing Israeli support for the construction of a power plant in
Gaza. Although the original support for the project was contingent upon the construction
of an associated desalination plant, the current [sraeli government has since reiterated its
support for this project without conditions. On October 21, 1999, [(b)(6)]

told the U.S. Ambassador in Tel Aviv that the Government of Israel

supported the project with the power plant alone. [(b)(6)] has asked that.Enron
consider a desalination plant in the future and Enron has promised to do so. Israel’s
current [(b)(6)]

. has also expressed Israeli support for the project to the U.S. Embassy in Tel Aviv,

In addition, I spoke on this subject with Israeli Prime Minister Barak's [(b)(6)]

» ON TWO scparate occasions, in October 1999 and again in January
2000. During the January 2000 phone call, [(b)(6)] responded positively, He further
reasserted the GOI's support in his most recent meeting with Ambassador Indyk. At that
time, [(D)(6)] confirmed the Israeli govemment's unequivocal support for the Gaza
Power Project. He noted that all of the plant’s offlake would be bought by the PEC. He
also asserted the GOI's interest in seeing the construction of a desalination plant in later
phases of the project’s development, but confirmed that the GOI was no longer
conditioning its support on the construction of such a plant.

SENSITIVE BUT UNCLASSIFIED
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Israeli support for economic development in Gaza and the West Bank Israel’s overall
support for Gaza’s future economic development is further illustrated by its recent
decision to allow the PA 1o sign contracts with foreign companies for the exploration of
gas off the Gaza coast. This approval was given despite the facts that mineral rights in
this area were left ambiguous in Israeli-Palestinian agreements. Prime Minister Barak
has also demonstrated his support for economic cooperation by approving December 22,
1999, natural gas agreement between Israel and Egypt: Calling the project the “Pipeline
of Peace,"” Barak noted that the line would supply gas to Israel, Gaza, and later to Turkey
(see attached Annex 2).

In conclusion The Israeli gcvcmmeﬁt has repeatedly stated or demonstrated its interest
in the successful implementation of the Gaza Power Project. In light of the above, QPIC
may conclude that the Israeli govemment will support the project.

Transparency and Equity Participants

PCSC The Board expressed concerns regarding the involvement of certain equity
participants. The participation of the Palestinian Commercial Services Company (PCSC)
and of Mr. Mohammad Rashid, in particular, was raised. As Chairman Yassir Arafat’s
advisor on economic issues, Mr. Rashid plays an important role in the development of
economic policy and economic negotiations with Isracl. He also serves as the head of
PCSC, a government-ovmed holding company with shares in many of the major
commercial activities in the West Bank and Gaza (e.g., petroleum, concrete,
telecommunications, utilities, advertising, gambling, beverages and insurance projects).
PCSC is also responsible for promoting Palestinian business and infrastructure
development and for encouraging foreign investment in Gaza and the West Bank. It was
in this capacity as PCSC chairman that Mr. Rashid and this project were introduced to
Enron.

PCSC association with the Gaza Power Project PCSCis a minority shareholder in the
PEC. The company holds 6% of the total project. This share will be reduced when one-
third of the total project’s shares are offered on the open market to private Palestinian
investors. At that time, the PEC will hold no more than one-third of the total project
shares. The small size of PCSC's share in the Enron project (4%) combined with the
strength of Enron and the other partners leave PCSC with a limited impact on the
decision-making for the project.

Transparency and Risk Mitigation The Palestinian Authority has repeatedly asserted its
commitment to increase transparency in the West Bank and Gaza, In October, 1999,
Chairman Arafat responded to the international denor community's concern about this
issue by announcing the establishment of a ministerial-level committee to work with the
IMF towards economic reform, greater transparency, and the passage of commercial
legislation.

SENSITIVE BUT UNCLASSIFIED
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Upon the recommendation of this Committee, Chairman Arafat signed a landmark
Economic Reform Decree on January 11, 2000. This decree calls for important steps in
the areas of economic transparency, accountability, and fiscal responsibility (see
attached Annex 3, official translation of the decree). It includes:

1) the consolidaiion of all PA revenues under the Ministry of Finance,

2) the consolidation of the West Bank and Gaza payroll offices under the Ministry of
Finance, and

3) the opening the books of all quasi-governmental commercial holdings -- including
PCSC whose activities, while closely held in the past, will soon be reviewed by a
leading Western accounting firm.

Duning his January 20, 2000, bilateral meetings with President Clinton and Secretary
Albright, Chairman Arafat reiterated his commitment to instituting transparency in
Palestinian government activities.

Risk mitigants Demonstrating the seriousness of these objectives, the PA has providing
a number of nsk-mitigating incentives to the Gaza Power Project’s finance agreements.
These safeguards are designed to make this project financeable not only to OPIC but also
to other financial institutions and to Enron’s own Board of Directors. Enron is
contributing its own funding to this project. Some of the mitigating factors include:

1) A guarantee by the Palestinian Authority for the performance of all obligations of the
Palestinian Energy Authority (PEA), the purchaser of the Gaza Power Plant’s output,
This includes coverage of PEA's $20 million letter of credit. The guarantee was
signed by Chairman Arafat (see attached Annex 4, signature page of the
document), and

2) An Implementation Agreement signed by the PA which makes overt statements of
support for the project and the project company including (see attached Annex 5):

a) “PNA (PA) agrees that neither it, nor any other Palestinian Government Authority
shall “interfere™ with the construction and operation of the Facility or take any
action that may cause or adversely affect the activities or economies of [Enron's
project company] or its (its) shareholders.”

b) “PNA (PA) agrees that it shall not grant, issue or allow to €Xist, or permit any
Palestinian Government Authority to enact any legislation or take any other action
that could be reasonably be expected to have a material adverse affect on [Enron's

- project company), project lenders or [Enron’s project company] shareholders.”

Furthermore, the project company’s Board of Directors will consist of six Enron
representatives, six PEC representatives (one from each of the six consortium members),
and three local representatives to be selected after the public offering. In accordance with
the shareholder agreement, Enron and its PEC partners must vote as a block. No one
company, especially not the local firms with only one vote each, can control the Board.

SENSITIVE BUT UNCLASSIFIED
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FA strategic interest In assessing this funding request, it is important to appreciate the
significance of the Palestinian Authority’s strategic interest in the project’s success: The
economic need for a power plant in Gaza is great. Gaza is currently dependent upon the
Israeli Electric Company for all of its energy requirements. The power supply is
intermittent, and there are many hours each day during which no electricity is available.
This situation renders it difficult for meaningful commercial growth to occur. The Gaza
Power Plant Project will allow for a clean, reliable, and efficient source of energy that
will be the comerstone for the much needed industrial development of Gaza, and the
project will improve the quality of life of Palestinians in Gaza,

In this context, it is also important to note the Palestinian Energy Authority's four-year
history of timely payments to the Israel Electric Company for its power purchases (which
are more costly than locally produced power). These timely payments continued even
during the years of prolonged border closures between the West Bank/Gaza and Israel,
demonstrating the Palestinian Authority’s commitment to ensure the availability of
electricity in Gaza.

The PA has also held out this project as an example of the stable business environment
growing in-Gaza and the West Bank. Recognizing that the economic growth of the area
depends upon direct investment and the active engagement of foreign companies and
governments, the PA intends for the Gaza Power Project to be the archetype for future
infrastructure development. Chairman Arafat is aware that the success or failure of this
highly visible project will impact the flow of capital and other assistance to the area.

In conclusion The PA views the Gaza Power Project as vital to its future growth,
Providing power to its people and presenting its economy in a positive light, the
Palestinian government is committed 1o seeing this project move forward to a successful
conclusion. Efforts to increase transparency and 1o decrease corruption in all commercial
government activities are paramount to succeeding in these goals. The PA continues to
demonstrate its commitment to this project with both economic and legal reforms. In
light of the above, OPIC may conclude that the Palestinian Authority 1) is committed to
the success of this project and 2) will enforce appropriate levels of transparency to ensure
the success of the project.

U.S. Government Support

Significant foreign policy objectives As the Middle East peace process moves ahead, it
is crucial for the U.S. government to demonstrate to the Palestinians the fruits of peace.
Economic development, in particular, is critical to the long-term viability of any peace
agreement reached between Israel and the Palestinians: support for the agreement must
come from the people as well as the government. Projects like the Gaza Power Plant
allow the “men on the street” to see tangible improvements in their daily lives.

In this respect, OPIC is set to play a significant role in the execution of our government's

regional Middle East policy. By pledging $125 million in credits for the West Bank and
Gaza in 1993, OPIC committed its program to the U.S, pledge for Palestinian assistance.
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This project, with Israeli, U.S., and Palestinian government cooperation, represents the
type of project that the U.S. government envisioned when it made its commitments. To
date, OPIC has spent only $2.6 million of its Palestinian funds, and this project will go a
long way in moving closer to our goals.

The Department of State attaches, therefore, great importance tc. this project and is
committed to providing its wholehearted support to ensuring that the project is
successful. Through its Embassy in Tel Aviv, its Consulate General in Jerusalem and its
headquarters in Washington, the Department of State will monitor developments
affecting the project. The embassy and the Department will assist both OPIC and Enron
in addressing any difficulties that might arise. On the legal front, Department of State
lawyers are currently working with OPIC regarding issues related to arbitration and
enforcement. The legal departments are also cooperating on the design of language to
ensure that any Palestinian entity succeeding the Palestinian Authority (following
permanent status negotiations between Israel and the PLO) will abide by the Power
Project’s agreements.

Conclusion

Enron’s Gaza Power Project is the type of project that OPIC was established to finance.

It promotes American foreign policy by being the catalyst to the economic development
of a lesser-developed, emerging market economy. It will create American jobs and
exports in an internationally competitive market through the $32.5 million in project-
related U.S. procurement. It will promote quality business standards by using the most
environmentally sound technologies available and by promoting higher standards for
labor and worker rights at the facility. Finally, we believe that it has the potential to pass
on zero cost the American taxpayers through the managerial and financial involvement of
one of our most reputable energy companies. This project satisfies all of the
requirements within the OPIC mandate.
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Drafted: NEA/IAIL: NRothstein 72647 NEA/IAI/ ROTHSTEIN: Larson memo to Board
E:Dcamner 64894
Cleared:NEA:TGVerstandig ok
NEAJIATLTWalles ok
NEA/IALJmeverry ok
E:RAlbright ok
EB/OLA:Bwatts ok
L/NEA:TBorek ok
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of the Saudi Binladin Group | hereby issue the

following declarations en our position vis-a-vis the subject, Usama bin
Muhammad bin Awad bin Ladin (a.k.a. Usama bln Ladin);

1.

Issued in Jeddah, Kingdom of Saud| Arabia,

Usama bin Ladin possesses no legal or beneficial
interest whatsoever (directly or Indirectly) In Saudi
Binladin Group or any of Its subsidiaries, affiliates or
other entitles which form part of the Saudi Binladin
Group.

Usama bin Ladin possesses no interest whatsoever
(directly or indirectly) In any assets or any other
property belonging to the Saudi Binladin Group or
any of its subsidiaries, affiliates or other entities
which form part of the Saudi Binladin Group.

Usama bin Ladin possesses no contractual, business
or any other relationship whatsoeyer (directly or
indirectly) with the Saud! Binladin Group or any of its
subsldiaries, affiliates or other entities which ferm
part of the Saudi Binladin Group. s

Usama bin Ladin Is not funded (directly or Indlrectly)
by the Saudi Binladin Group or any of |ts

subsidiaries, affiliates or other entities which form

part of the Saudl Binladin Group.

Yahla Muhammad Binladin

Deputy Chairman
Saudi Biniadin Group
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Gaza Power Generating Private Limited Company (GPGC)

PNA Obligations under the Implementation Agreement
I, Excculed on June [E, 1999 between GPGC and PNA (Yasser Arafal)

2. PNA granis GPGC cxclusive (20 years) right 1o develop the projecl.

3. PNA granis GPGC exclusive franchise rights (20 years) 1o meet future cleciricily needs of Gaga as
well as the right to wheel power 1o the West Bank if approved in the future by lhe Palestinian and
[sracli governments,

4. PNA agrees lo provide a suilable silc and all access necded for coustruction and operating the Facility.

5. PNA agrees to provide assistance. il nceded. 10 GPGC in oblaining construction malerials, cquipiment,
and labor at markel prices and well as transportation of such malerials and equipment in the
Termilarics.

i, PNA agrees to provide the necessary transmission lines and subsiations needed 1o accept power (rom
the Facility.

7. PNA aprees to exempl GPGC for all Palestinian laxes during the tenn of the agrecinent.

8. PNA agrees 1o assist GPGC with the importation into the Termitories of all malcrials and equipment
used in construction and operation of the Facility as well as exemnpl GPGC from all applicable impon
and customs dulies,

¥.  PNA agrees that neithier it nor any other Palestinian Government Authority shall “interfere™ with the
consiruction and operation of the Facility or take any action (hal may cause or adversely afTect the
aclivitics or cconomics of GPGC or it’s sharchaolders.

11l PNA agrees lo provide legal opinions from it’s Palcsunian and English counsels concerning tUie forin
of this agreenient and any other consents or opinions necessary (o obtain financing of the Facility,

11. PNA agrees to provide. exeept for normal intermal guard service provided by GPGC at it's own
cxpense, any additional police or military protection decmied necessary and appropriaic to safeguard
the Facility in consuliation with GPGC.

12. PNA agrees to provide yearly audiled financial statements [rom PEA.

11. PNA covenants and agrees that it shall not granL issue or allow lo exisl. or pennit any Palu-minia.u
Governmient Authorily to enact any legislation or take any otlier action thal could be reasonably be
cxpecied (o have a material adverse affect on GPGC, project lenders or GPGC shareholders,

14. PNA agrees 1o provide lo GPGC any Palestinian Governinenl Authorizations and further Consents
necossary 1o construct, finance or eperale the Facility,

15. PNA agrees hat in the cvenl the PNA is succoeded by any other entity or the constilution of the PNA
- is aliered or aimended {for staichood), the PNA shall ensure that it or its successor will take all

reasonable sieps required by GPGC or the project lenders to ensure that GPGC's rights and PNA's
obligations under this agreement renain unafTected by any such change,

CATEM Miarcon, doc
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Agenda coming as well.

AG

> -——-0riginal Message-----

= From: Bauer, Knisten F

= Sent: Tuesday, December 11, 2001 7:01 AM

= To: Otto, Stanley A{Tokyo)

= Cc: Greenberg, Allen S{Tokyo);
[(b)(6)]

= Subject: all the papers

=
= Stan and John, here's where we stand at the end of Monday.

>

= Attached are all the papers—the US positions and Responses to Japanese
> concerns have changed from those in your briefing books. (\We will need to
= update LArry's and David's books as well.)

=

> | would suggest adding a del meeting into the schedule for early Thursday.
>

-

> F¥Yl, cther things remaining to be done;

[(D)(3)]

= See you in Japan! Kristen
-

= <<participants1210.doc>> <<Points on US Concernst.doc>> <<Responses to

= GOJ Specific Concerns doc>> <<Japan's Investment Climate ppt==>
> <<gpeningstmt.doc>> <<Larry’s FDl.ppt=> <<US Parlicipants doc>>
=

= Knisten F. Bauer

> Country Officer, Japan Desk

> Telephone: 202-647-3154

> Fax 202-6474402

-

= This e-mail is unclassified based on the definitions provided in E.O.

= 12958
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>
=

Attachment Converted:
Attachment Converted:
Attachment Converted:
Attachment Converted:
Attachment Converted:
Attachment Converted:

Attachment Converted:

"eARDrive\Attach\participants1210.doc”
"c\RDrive\Attach\Points on US Concernst.doc”
"eARDrivelAttach\Responses to GOJ Specific Concerns doc”
"e\RDrive‘Attach\Japan’s Investment Climate. ppt”

"R Drive\Attach\openingstmt doc”

"cARDrive\Attach\Larry's FDI.ppt®

"eARDrive\Attach\US Participants.doc”
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Wunderlin, Linda

From: Wong, Marcia K [WongMK@state gov]
Sent: Wednesday, December 05, 2001 12:48 AWM
To: Abbott, Lucy K; Robert. Kaproth (E-mail)
Subject: Clearance on Cable attached on Enron

W ]
12 2001 Frencabls da
Guys: | know you're absolutely nuts--I've attached a draft cable on
Enron
and as i touched on the japan financial impact briefly | wanted to make sure
you saw it for comment/clearance. don't spend too much time on it as | know
you've got Erai sama in town!

if i can have your comments by tomorrow that would be great,
<<12.2001Enroncable.doc>>

Marcia K. Wong

Trade Policy Unit Chief/Economic Section
US Embassy

10-5 Akasaka 1-chome

Minato-ku Tokyo 107-8420

(tel) 3224-5029; (fax) 3224-5019
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1. SENSITIVE BUT UNCLASSIFIED. NOT FOR INTERNET DISTRIBUTION.
BUSINESS PROPRIETARY INFORMATION

2. Summary. The dramatic and rapid decline of Enron took many in Japan involved
with energy markets and deregulation by surprise. Enron's Japan operations had
been the most vocal proponent for energy deregulation in Japan and its
withdrawal has been interpreted by some as a serious reversal 1o efforts to open
up Japan's power and gas markets to competition. The media and financial
analysts are also focusing on the financial impact of Enron's bankruptey although
analysts believe its effect is limited. US energy interests in Japan are now
assessing how Enron's departure will affect their activities and one company in
particular hopes to be able to step into the advocacy vacuum. End summary.

Enron—the Foreign "Player” in Japan's Potential Energy Market. ..

3. Enron Japan, established in April 2000, had been one of the most visible
advocates for energy liberalization in Japan. Through E Power Holding
Corporation (a joint venture set up in 1999 with Japanese company Orix, headed
by pro-reformer XXXXX Miyauchi). Enron was exploring power generation
ventures in several prefectures. The company had co-sponsored a widely attended
conference on power deregulation in May 2001 and subsequently released a study
with recommendations for energy reforms for Japan. One of Enron Japan's
representatives agreed to chair the recently-created Energy Subcommittee of the
American Chamber of Commerce. Now, with its recent filing for bankruptey,
there has been an impact on Japan's financial market as well as concerns in Japan
that deregulation etforts have suffered a serious blow.,

Is now played out?

4. Enron's collapse has had some reverberations in the Japan's financial markets but
analvsts believe it is not of overwhelming significance. Japan's Financial
Services Agency Shoji Mori commented to press that Enron's bankruptey would
have "very limited" impact on Japan's financial sector. A Goldman Sachs analyst
agreed that the impact would be "manageable.” while a Merrill Lynch analyst
described the impact of Enron on the banking structure as similar to a "mid-size
domestic bankruptcy.”

5. Japanese banks reportedly had some 100 billion yen of loans and other
transactions outstanding with Enron as of December 4. Both Sumitomo Mitsui
and MTFG publicly released figures on their loan exposure 1o Enron December 3.
Sumitomo Mitsui indicated an outstanding exposure of 33 billion yen while
MTFG cited 35.3 billion yen with Enron. Japanese money management funds
also were affected. Four Japanese funds fell below par value last week due to
losses on corporate bonds issued by Enron. The four companies-— UFI Partners
Asset Management Company, Nikko Asset Management, Japan Investment Trust
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and Sumisei Global Investment Trust Jost 1.2 trillion ven Friday November 30
from a combined investment balance as of November 28 of 3.3 trillion yen.

Finatt: ANYTHING TO SAY ON THE SAMURAI BONDS?

6. Om its presence in Japan's energy market, Enron Japan is keeping a low-profile,
realizing last month that the company's financial troubles would cast into question
their reputation and activities in Japan. Enron Japan had plans with to build
power plants in Aomori and Yamaguchi prefectures and had been in active
discussions with local governments. A joint project with a major Japanese textile
company, Teijin Limited, may be on hold as Teijin reportedly asked Enron to
cancel the joint feasibility study on a 70.000 kilowatt coal-fired thermal power
plant in Shikoku. [(b)(4)]

A blow to deregulation efforts?

7. Enron's demise has made it an above-the-fold press item for the Japanese major
dailies and specialized energy press. Mainichi Shinbun opined in an editorial that
with the California energy crisis and the Enron failure, "it was clear that the US
electricity liberalization advanced too fast and too much." The editorial however
continues to say that this does not mean that Japan should stop liberalization
altogether as the country needs to "advance its competition and efficiency in the
energy industry when the global economy requires cost reduction ..". The more
conservative daily, the Sankei Shinbun, described Enron's withdrawal from the
Japan market as an "undreamed of ambush” of some METI officials, which
viewed Enron as somewhat of an ally in its efforts to liberalize the market. The
Sankei comments that the loss of "gaiatsu” with Enron's departure will lead to the
domestic industry "regaining its strength” and that the utilities will utilize Enron's
failure in its arguments to counter what it perceives as the "evil effect of rapid
liberalization". (GET A BETTER CLARIFICATION ON SANKEI) Nikkei had
some kind words {or Enron, saying it did contribute positively as a symbol of
globalization. liberalization and innovation.
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8. While some observers are commenting that Enron's failure will slow down
deregulation efforts, METI Minister Hiranuma told the press that he did not
expect the firm's bankruptey to hinder ongoing electricity deregulation. Hiranuma
stressed that electricity deregulation is needed, regardless of pressure from foreign
entities, in order to revive the Japanese economy. In recent conversations with
econoff, METI officials have lamented the absence of Enron presence from the
policy debate as "extremelv unflortunate" as they had had hopes that Enron Japan
would have participated in the December hearing of the Electricity Industry
Subcommittee (the group which is to develop recommendations on the next steps
for deregulation of the power market). METI is now approaching other firms and
told econoff that they hope that another US firm will emerge as the "flag bearer"
on advocating sector liberalization.

Filling the Void

9. Other US companies recognize that without Enron as the front guy on the issues,
they will need to step up and more visibly support liberalization and market
access issues in Japan, One US company representative in Japan indicated to
econoff that it was ready to become more active in the debate but in a style
different from Enron's customary "aggressive” policy. [(P)(4)]

10. Comment. The Enron failure will have some effect to USG energy deregulation
efforts in Japan as we will have to make sure that its failure is not perceived as
due to Enron's activities in deregulation but also we will have to counter the
misperception that without the company's presence, the US government does not
have a platform. Upping the industry profile will be difficult as many US firms
are not present in Japan, monitoring progress from other offices in the region or
from the US. Others with presence in Japan are assessing how or if they can be
helpful in the policy debate without jeopardizing potential business interests. In
future discussions on energy liberalization, we can continue to expect to have to
fend off arguments that the California energy crisis is typical of deregulation.
However, as the GOJ is interested in "real experience” as it studies the
deregulation processes in other countries. we will also have to discuss the possible
impact of Enron's failure on US elforts to deregulate its electricity market .
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Wunderlin, Linda

From: Abbott, Lucy K [AbbottLK@state gov)

Sent: Friday, October 19, 2001 5:04 AM

To: Robert Dohner (E-mail); Kaproth (E-mail)

Subject: FW: ACCJ Conference Room Reserved/ ACCJ committee list

LM
ACC)
Commeohers- 100401 Sa
fyi
-----Original Message-—-
From: Wong, Marcia K
Sent: Friday, October 19, 2001 4:33 PM
To: Abbott, Lucy K; Cheyne, Gerard A; Durbin, Andrew S; Froats, Daniel T;
Greenberg, Allen S, Kevin Honan (E-mail); Kidd, Leigh P; Lackmann, Gerald R;
Michalak, Michael W; Otto, Stanley A; Pellegrino, Daniel J; Stoner, Jeffrey
H; Watson, Samuel R; Webster, Jessica M; Wong, Marcia K
Subject: FW: ACCJ Conference Room Reserved/ ACCJ committee list

ancther list from accj with the descriptions....

-----Original Message-----

From: Hidemi Umemura [mailto:humemura@accj.or jp]

Sent: Friday, October 19, 2001 4:30 PM

To: Wong, Marcia K; 'Jonathan Kushner': 'Crowther, Mark'

Subject: Re: ACCJ Conference Room Reserved/ ACCJ committee list

Dear Ms. Wong:

Please find the attached updated ACCJ committees & subcommittees list for
your information.

I am not sure that it is the same list which you received before. Anyway,

the :{Entargjn,.nr Subcommittee is listed now. If you have any questions, please let
me know.

Regards,
Umemura, ACCJ

----- Original Message --——-

From: "Wong, Marcia K" <WongMK@state.gov>

To: "Jonathan Kushner" <jkushner@accj.or.jp=>; "Crowther, Mark™
<mark.crowther@enron.com>

Cc: "Hidemi Umemura™ <humemura@accj.or.jp=

Sent: Friday, October 18, 2001 2:48 PM

Subject: RE: ACCJ Conference Room Reserved

00500000000012



> Hi--one of the ACCJ staff very helpfully emailed out the list of
> committees/subcommittees to us—-many thanks. It is dated from 9/12/01 but
> hope the energy subcommittee will be listed in the next update!

P - Dn?mal Message-----

= From: Jonathan Kushner [mailto:jkushner@accj.or jp]

> Sent: Friday, October 19, 2001 11:25 AM

> To: Marcia Wong; Crowther, Mark

> Ce: Hidemi Umemura

> Subject: ACCJ Conference Room Reserved

=

=

> Marcia, Mark: We've reserved the ACCJ conference room for 9:30-11:30 on
= Nov. 12 for a briefing with Neuffer and the others. If that time doesn't
> work and you'd rather do breakfast, we'll check into the TAC. Jon
-

= o ol ol e ol e e ol o i o e o e o e o e o o o ol ol e ke o e o ol ol o ol ol ol e o i ol o o e ol o o ol e ol o e o o e o e

= Jonathan Kushner

= Director, Policy Affairs

> American Chamber of Commerce in Japan (ACCJ)

> Masonic 39 Mori Bldg. 10F

> 2-4-5 Azabudai

> Minato-ku, Tokyo 106-0041

= Direct Tel: (03) 3433-8546

> Fax: (03) 3433-8454

> EMail: jkushner@accj.or.jp Web: hitp:/fwww.accj.or.jp

} W o o o o o ol ol el o e o e e o o o o ol ol e o o ol ol ol ol o
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COMMITTEES & SUBCOMMITTEES

Aerospace

Chair Lance Gatling, Boeing Japan
A forum for LS. aerospace and defense manufacturers’ Japan-
based representatives to exchange ideas.

Air Cargo
Chair Tad Johnson, P & W Aftermarket Japan, KK

Woerks toward the implementation and modification of
procedures to facilitate the entry and distribution of air cargo in
Japan.

Animal Health

Chair Yasuomi Yano, Plizer Pharmaceuticals Inc.
Identifies areas in animal health product registration and
distributicn where addificnal deregulation is scughl. Supports
the international harmonization efforts made by governments
and industries in the United States, Europe and Japan.

Architecture/Construction/Engineering*
Chair Ronald E. LaVoie, Lehman Brothers Japan,
Inc.
Coordinates ACCJ efforts to encourage the opening of the
design and (non-housing) construction markets in Japan
Functions as a point of confact between member companies,
U.5. and Japanese governmental agencies, and the Japanese
business community.

Asia Business*

Chair James M. Fuell, Deutsche Bank AG
Frovides timely information about business-related issues in
various Asian counines through monthly guest speaker
programs. Monitors regulatory and political developments of
interest to U.S. businesses active in the region.

Banking and Finance

Chairs Thomas Clark, General Electric Japan, Lid.
Ernfred Olsen, Shinsei Bank, Lid.

Coordinates ACC. activities on market access and regulatory

issues within the banking industry in Japan. Sponsors seminars

for members and acts as a conduit between Japanese banking

institutions and their American counterparts.

Business Expansion®

Chair Robert Simon, Nick & Associates

Serves to promote U.S. commercial interests across a wide
array of industnes. Interfaces with the U5, and Japanese
governmenis, business organizations, and the media to educate
and inform external parties on trade matters.

Chemicals

Chair (TBA)

Facilitates communication between U.S. and Japanese
companies on industry-related issues. Helps expand direct
investment and joint ventures

Commercial Code Task Force

Tokyo

Chair Anthony Zaloom, Meri Sogo Law Offices
Coordinates input from ACCJ members across business sectors
on aspects of the Commercial Code in need of reform, and
warks with the Japanese government and opinion makers to
implement suggested revisions.

Compensation & Benefits

Chair Mark H. Steward, Deloitte Touche Tohmatsu
Promoles awareness of tax issues in Japan peraining to the
treatment of compensation and benefits. Seeks to obtain fair
treatment for Amerncan employers and employees related to
Japan's taxation of compensation and benefits.

Corporate Counsel

Chairs Laurence Bates, General Electric Japan, Lid.
Royanne Doi, ACE Insurance

Focuses on the needs and concerns of lawyers working in-

house, i.e,, working in corporate legal departments rather than

practicing in private law firms.

{:crporate Transactions

Chair Michael A, View, Ermst & Young LLP
Identifies tax issues in Japan peraining to corporate
transactions that are of critical concern to the American
business community, and works to develop a strategy to obtain
fair, equal and prediciable treatment for American companies,

Crystal Ball

Chair Kimberly Forsythe, Voice, Inc.

Plans the ACCJ black-tie dinner dance held in December each
year, With more than 1,000 atlendees, it is the Chamber's
largest event,

Direct Marketing®

Chair Eugene R. Raitt, AIG Companies

Sponsors speakers who cover a broad range of direct marketing
issues: telemarketing, database management and business-to-
business direct marketing, among athers. Works on the
deregulation of direct marketing in Japan.

Direct Selling

Chair Brian T. Taylor, Japan Health Summit Inc.
Assists companies active in promoting products through direct
selling methods, Established in September of 1999, the
subcommittee is active in information exchange, market access
measures, and regulatory reform.

Energy

Chairs Mark Crowther, Enron Japan Caorp

Provides a focal point for exchanges of views between potential
energy markel participants and Japanese government officials
and regulatory authorities with regard 1o possible changes in
energy industry law andfor energy industry regulations.

Chairs James R. Weisser, Enron Japan Corp.
Andrew R. Fried, PricewaterhouseCoopers
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COMMITTEES & SUBCOMMITTEES
Tokyo

Informative monthly meetings and periodic seminars keep
members informed about current trends in Intermet-based
commerce

Executive Briefing Breakfast*

Chair Rober H. Simon, MNick & Associates

At members’ request, organizes briefings on industry-specific
topics in which a panel of speakers familiar with the Japanese
business enviranmeant share their expertise and knowledge with
participants,

Financial Services”
Chair Christopher P, Wells, White & Case LLP

Identifies key initiatives that affect the financial services industry.

Presents programs and issues Viewpoints on efforts to reform
Japan's financial services sector

Food/Agriculture*

Chair Lamy Blagg, Market Makers, Ing.

Works to lower tanffs for processed foods, improve certification
standards, and reform food labeling requirements

Foreign Direct Investment*

Chair Micholas E. Benes, JTP Corporation
Monitors the environment affecting the creation and
management of foreign invesiment in Japan. Recommends
actions to be taken regarding local restrictions and limitations
that affect the operation of foreign ventures.

Government Relations*

Chair Thierry . Porté, Morgan Stanley Dean Witter
Japan Limited

Monitors legislative and other political developments of interest

to American companies doing business with Japan. Coordinates

annual "Doorknock” visits in Washington, D.C. and Tokyo.

Healthcare*

Chair Mark Colby, Colby Group International, Inc,
Promaoles the successful marketing of medical devices and
equipment, diagnostics, pharmaceuticals, and medical services
in Japan for U.5 -based companies. Works with the Ministry of
Health and \Welfare fo encourage deregulation efforts, remove
unnecessary regulations, and ensure the environment supports
the development of innovative new products and services far
Japanese patienis,

Healthcare Services
Chair Guy Harris, Digital Medical Communications
Corp.
The Medical Services Subcommittee has been created to bring
together companies with an interest in expanding the medical
service industry in Japan. It is the aim of the subcommitiee to
offer expanding value to the Japanese medical system via the
increased productivity and efficiencies available through
Weslern developed localized services. It is also the aim to bring
capitalistic forces to the forefront of solving the emerging
healthcare crisis,

Housing Industry
Chair Curtis Herron, K K, Curtis Herron
Promotes U.S. housing products and services in the Japanese

market. Meetings feature guest speakers and networking
apportunities.

Human Resource Management*

Chair Leo Lawless, B Cube Ltd.

Helps to support companies in effective management of staff.
Together with other professional organizations, works on
maonitaring Japanese labor laws. Publishes the triennial report
People Management Issues of American Companies in Japan.

Independent Business*

Chair Mark Ferris, Building2 KK

Provides opportunities to develop relationships and mutual
support among foreign enterprises based in Japan. Its popular
Wisdem Council is an excellent venue for exchanging ideas
among small and medium-sized businesses.

Insurance

Chair Charles [, Lake, American Family Life
Agsurance Co. of Columbus

Focuses on developments in the insurance and financial

services industry, Provides input to U.S. government

organizations with regard to monitoring compliance and

clarifying the impact of Japanese deregulation measures on

market access,

Intellectual Property*

Chairs Michael O'Keeffe, Kroll Associates Inc.
Andrew P. Tennent, IBM World Trade Asia
Corporation

Invites prominent guest speakers from the Japanese Patent

Office, customs, other agencies and academia for monthly

presentations on intellectual property-related issues. Holds

waorkshops on license agreement drafting and negaotiation and

other practical matters.

Investment Management

Chair Scott M, Gilman, Goldman Sachs (Japan) Ltd.
Promates full and equal access to Japan's savings and
retirernent assets for American firms in Japan qualified to
manage lhose assets, Works to increase the range and value of
investrment products to Japanese clients. Promotes the healthy
growth and development of the investment management
industry in Japan.

Japan-America Cooperative Conference

(JACC)*

Chair Shojiro Makino, Pacific Consulting, Inc.
Established in 1986 by the ACCJ and the Japan/Tokyo Chamber
of Commerce and Industry. JACC identifies specific areas of
mutual concern and coordinates joint Viewpoints on topics
related to regulatory and other market access problems.
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COMMITTEES & SUBCOMMITTEES

Tokyo

Leadership Forum*

Chair Donald P. Kanak Jr., AIG Companies
Forum for the leadership of the ACC.J, including all officers,
governors, committee chairs, vice-chairs and the ACCJ office
staff.

Legal Services*
Chairs Marcus Kosins Jr., Kosins Altorney at Foreign
Law Office
James M. Minamoto, Anderson Mori
Keeps the American business community in Japan informed on
legal and regulatory changes, legislative initiatives, trade
negotiations and other law-related issues. Actively pursues
liceralization of the rules restricting the activities of foreign
lawyers in Japan.

Living in Japan*

Chair Ken Joseph. Jr., Jhelp.com

Holds programs aimed at helping members, their families and
companies deal with issues related to living and working in
Japan. Programs cover diverse areas: culture, travel, sports,
recreation, psychological adjustment and community service.

Marketing Programs*

Chair Kyle Cheriton, Walt Disney International Japan
Inc.

Hosts the ACCJ's popular Marketing Breakfast {monthly on the

second Wednesday) and co-sponsors special events. Prominent

speakers address a variety of marketing issues including

adverlising, public relations, sales promolion and brand building.

Medical Devices and Diagnostics

Chair Ed Northup, Bosten Scientific Japan K.K.
Promotes the successful marketing of medical devices and
equipment in Japan by U.5. companies. Works wilh the Ministry
of Health and Weilfzare to encourage ils deregulation efforts.

Membership Relations*

Chair John . Le Bourgecis, Temple University
Japan

Recruits new members and develops ways to make membership

more meaningful and valuable, Conducts orientation meetings

for new members and seeks ways of encouraging participation

in ACC) activities, Sponsors bimonthly Momu-nication

networking parties for members and guests

Nominating*

Chair Fonald J. Anderson, AIG Companies
Respansible for submitting a slate of nominees for officers and
governors to the membership prior to the annual election.
Submits lists of nominees to the Board of Governors when there
are vacancies between annual elections. Note: This is a closed
committee.

Nutritional Supplements

Chair (TBA)

The Nutritional Supplements Subcommittee serves on behalf of
ACCJ member companies active in the nutritional supplements
industry. Meetings are once a month, and activities focus on
regulatory impediments regarding labeling, testing, licensing and
other issues.

Paper Products

Chair (TBA)

Works closely with the American Forest & Paper Association
and the U.S. Embassy to address issues in the Japanese paper
industry, particularly efforts to accelerate the reduction of
Japanese tariffs on paper.

Pension

Chair TBA

Identifies key issues that impact the developing defined
contribution ndustry. Meeis regularly with government and
ministry officials to understand and help shape regulations that
will govern defined contribution plans. Leverages global
experience of committee members to publish Viewpoints
regarding best practices and generally accepted standards for
corporate retirement plans. Presents periodic updates on the
developing DC market and general retirement plan issues.

Pharmaceuticals

Chair (TBA}

Focuses efforts on reference pricing, rationalization of services
and systems, and the development and registration of innovative
products for Japanese patients, Works with government officials,
physicians and indusiry leaders to monitor legislation.

Privacy Task Force

Chair (TBA)

Coordinates the inlerests of ACCJ members across business
sectors on aspects of personal data protection, monitors
developments in the overall regulatory environment, and works
wilh Japanese industry organizations to develop self-regulatory
measures to ensure the protection of personal information.

Practice Liberalization

Chair Jay Ponazecki, Morrison & Foerster L.L.P.
(G.J.B.J)

Works toward the creation of a fully and freely competitive legal

market in Japan to service Japan's liberalized business sector.

Advocates the legalization of full partnerships between

Japanese and U.S. lawyers and for the removal of all artificial

and anti-competitive restraints preventing U.S. lawyers residing

in Japan fraom joining with Japanese counterparts to offer

comprehensive legal services to clients.

Private Equity

Chair (TBA)

Focuses on the needs and concerns of private equity investors
by addressing issues, including disclosure, due diligence,
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COMMITTEES & SUBCOMMITTEES
Tokyo

corporate governance, incentive-based compensation, financing
alternatives and exit strategies

Programs™*
Chair C. Joseph Lestage, Capital Investment &
Realty, Inc.

Organizes breakfast, lunch, and evening proegrams featuring
speakers of general interest. Programs have included global
CEOs from American and Japanese companies as well as
government officials. Plans joint networking events with other
chambers of commerce.

Ratings, Disclosure & Securitization
Chairs Yoshito Hirata, Fidelity Investments Japan Lid.
Jeffrey T. Shimamoto, White & Case LLP
Promotes greater transparency and full disclosure in Japanese
financial markets. Works to advance the utilization of credit risk
evaluationfanalysis within the financial community. Formulates
and presents Viewpoeints on developments and regulations
invalving credit rating and financial disclosure matlers to the
relevant Japanese regulatory and governmental autharities.

Real Estate Finance

Chanir Eric J. Lucas, Babcock & Brown Co., Ltd,
Focused on all aspects of the rapidly developing real eslate
finance market in Japan. Aims to facilitate informed and effective
ACCJ member inputfinvolvement as important new legal and
structural changes are introduced in areas such as real estate
investment trusts, tenancy laws and real estate taxation reform.

Securities

Chair Edmond L. Papantomo, Lehman Brothers
Japan, Inc.

Works to analyze issues of concemn to the securifies industry,

develop positions on such matters for the Chamber and bring

iogether the Chamber's resources into a proactive stance on

such matters.

Taxation*

Chair Gary M. Thomas, VWhite & Case LLP

Provides information on changes in U.5. and Japanese tax laws
and other legislative matters, Develops lobbying positions on tax
or financial issues. Helps to further the dialogue between U.5.
and Japanese government officials on tax and financial
legislative matters.

Tax Treaty

Chair Michael D. Cannon, PricewaterhouseCoopers
A committee formed to investigale the possibility of a new tax
treaty between Japan and the United States.

Tech nulagf

Chair Michael J. Alfant, Building2 KK

Supports and pramotes the expansion and diversification of
sales of high-tech goods and services by American companies
in Japan. Programs include guesl speakers from government,
leading technology companies and service providers.

Telecommunications
Chair Michael Kawachi, Lucent Technologies Japan
Lid.

Peter Butterfield, K'VH Telecom
Provides a forum for discussion of trends, technological
innovations and marketplace conditions in Japan.

Telemarketing

Chair Alejandro Font, Telemarketing Japan, Inc.
Sponsors programs that cover a broad range of telemarketing
issues: operations, quality assurance, work staff management
processes, as well as systems and database innovations within
the telemarketing indusiry

Toiletries, Cosmetics, & Fragrances™

Chair Koichi Takashima, Procter & Gamble Far East,
Inc.

Works toward international cooperation with respect to

regulation of cosmetic products. Strives for consistent laws and

guidelines that apply equally 1o all industry members,

Transfer Pricing

Chair Gary M. Thomas. White & Case LLP
Follows developments and recommends changes to Japan's
fransfer pricing policies.

Transportation & Logistics*

Chair Tad Johnson, P & W Aftermarket Japan, KK
Works toward the efficient use of air, sea and land
Iransportation. Monitors legisiation that affects equal access and
free competition in the logistics service industry,

Travel Industry*

Charrs Fumi Akasaka, Carlson Wagonlit Travel Japan
(JTB-CWT Business Travel Solulions)
Andrew A Zimmerman, Morthwest Airdines,
Inc.

Promoftes U.5. travel-related businesses and provides

networking opporiunities and educational programs for

members, Active paricipants include representatives from

hotels, airlines, resorts, agencies and other travel-related

industries.

University Briefing Breakfast®

Chair David H. Satterwhite Ph.D., The Econamist
Group (Asia/Pacific) Ltd.

Organizes Q & A sessions to help American students and

educators learn about doing business in Japan directly from

Americans who live and work here
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COMMITTEES & SUBCOMMITTEES
Tokyo

Young Professionals Group

Chair Isabelle Bruckert, DISCO Inc.

Helps younger members establizh business contacts within the
community. Provides educational programs for career
development. Sponsors monthly presentations, special events
and an after-work networking party (monthly on the first
Thursday).

*Standing commitiees

{Committee Information 10-2001)
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Wunderlin, Linda

From: Wong, Marcia K [WWon MK@state.gnv]

Sent: Tuesday. January 15, 2002 12:17 AM

To: Wendy Cutler (E-mail); John Neuffer (E-mail 2)

Cc: Robert Dohner (E-mail); Robert. Kaproth (E-mail); 'USAPEC@yahoo.com’

(RIA) Ballif, John L; Wecker, John A(Main State 4206); Abbott, Lucy K;
Cheyne, Gerard A; Durbin, Andrew S: Froats, Daniel T; Greenberg, Allen S,

Kevin Honan (E-mail); Kidd, LEiﬁrh P: Michalak, Michael W, Otto,
Pellegrino, Daniel J; Stoner, Je
M; Wong, Marcia K

tanley A,

ey H; Watson, Samuel R; Webster, Jessica

Subject: Possible Q's for the Ambassador at FCC/Nikkei interview (if takes place)

Washington Gang: here are some Q's/topics that may come up during the
course of our many econ visitors for food for thought; these are off the top
of my pointy little head--others will probably have more.

Tokyo Econ Gang: If you have mare ideas, comments, spin, pls let folks know

and cc me please. Do you think it would be useful if formal press
points/guidance is being ginned up in DC for the many visitors coming our
way, that it be circulated to other agencies as appropriate so we're not in
any way conflicting with each other?

1. exchange rate policy

2. NPLs/capital injection into banks

3. US-Japan FTA: what are merits/prospects?

4. Comment on Japan-Singapore FTA

5. PM ASEAN initiative

6. Investment trends-—-Are US investors still interested in Japan market

(note Merrill Lynch, Morgan STanley closing down ops here)

/. ENRON bankruptcy--failure of deregulation? what are implications?

{(Arthur Andersen too--we beat the drum out here all the time regarding

financial transparency, the merits of sound accounting etc.)

8. WTQO: US expectations for WTO/EU Safeguard issue in WTO against US

anti-dumping measures (probably a reach but is there anything to sag on the

possibility of a WTO ruling agnst US on the tax/export-subsidy issue”)

9. US response to Japan going into serious recession, effect on rest of Asia

10.. Japan's productivity crisis--what does Japan need to do to improve

productivity?

11. comment on hollowing out issue

(11 Ef ‘-.Fu;hither the US economy--its affect on Japan; what's going on with trade
eficit’

13. PM Koizumi so far? How would you grade him/his progress on reforms?

14. What will be on the President's agenda during his visit to Japan? What

will be the message for the PM?

15. What types of restructuring steps does Japan need to take to stimulate

the economy?

16. Poultry--if still an issue

Marcia K. Wong
Trade Policy Unit Chief/Economic Section
US Embassy
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10-5 Akasaka 1-chome
Minato-ku Tokyo 107-8420
(tel) 3224-5029; (fax) 3224-5019

00500000000020



Mel ——f — LA =TI

fEnnnnnnnn
UNCLASSIFIED

DEPT. TREASURY COMCEN
PH 622-2222 RM 1121/MT

ROUTINE

PAGE @1 OF @
CAVERT 15) =
HAMDLE WIA

ACTION = CTRSTBON (1) oG 10 LADS CLYo NCP 0175 VG CL) ¢ IMB 0114 INL 41

LTO ALY OIMF 110 2 QG (1) o SEN (=100 1)
[RC = 5097

AR RUEATRS

DE RUEKDG Beded/a1 15EisAR .

INR Uuuy IId
R 7415981 0EC 38
FH AREMBASSY SANTO DOMINGO

HID=139835481838 25548

TO RUEHC/SECSTATE WASHDC 1135 / 1

IWFQ RUEHPU/AMEMBASSY PORT AU PRINCE 1289
RUCPDOG/USOOC WASHOC

BT

UMCLAS SECTION @1 OF 1 SANTO DOMINGO 3@6458

IIS00C FOR 3034/USFCS/000/WH/RD
1SDOC FOR 422201 TASIEPSWH/ORCA/SIEGEL MAN

SENSITIVE

E.0. 12958 WA
TARS: EMRG EINV PREL DR
SUBJECT:  ELECTRICITY SECTOR WRAP-uP

REFTEL: SANTO DOMINGO 5138 AND PREVIOUS
1. SENSITIVE BUT UNCLASSIFIED. HANDLE ACCOROINGLY.
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QVER GUESTIONS STILL OUTSTAMDING. CDE EAS PLEDSED T
YERE THE PAYMENTS WECESSARY TO GET SMITH-ENRON QUT oOF
DEFAULT BY THE END OF DECEMBER. N THE MEANTIME.
HOWEVER, PAYMEMT DELAYS HAVE LED COASTAL AND SERBOARD
T0 SEND IN THEIR OWMN SHUTDOWM NOTIGE AKD COE 5
SCRAMBLING TO GET WOMEY OUT OF THE CENTRAL GOVERMRENT
T0 MEKE SOME PAYMENTS. END SUMMARY.

CAPITALITATION POSTPONED

X W) AS REPORTED REFTEL. THE CAPITALIZATION OF THE
STATE-OWNED ELECTRICITY COMPANY. CORPORACION [OMINICANA
OE ELECTRECIDAD MCDE): HAS BEEN POSTPCMED FOR TEE THIRD
TINE, INDUSTRY SOURCES TELL US THAT CMLY OME. OR
POSSIBLY w0 COMPAMIES WVERE WILLING TO BID AT THIS
TIME CM THE THREE DISTRIBUTION COMPAKIES THAT WERE T
HAVE BEEN OFFERED ON DECEMBER L7. WITHOUT THE
QUSTRIGUTHON COMPANIES IN PLACE: THE OFFERING OF THE
TWO THERMAL CEWERATION COMPAMIES ON DECEMBER 11 WOULD

Mi0=1996358 81538 #5543
ALS0 NOT HAVE SUCCEEDED.

4, [SBU) THE COMMISSION FOR THE REFORM CF PUBLIC SECTOR
COMPANIES (CREP), WHICH MANAGES THE CAPITALIZATION
PROCESS: PUTS THE BLAME FOR THE POSTPOMEMENT ON CURREMI
FINAMCIAL MARKET COMDITIONS PARTICIALARLY FOR THE wouLD-
BE EUROPEAN PARTICIPAMTS. ANOTHER AEASCM OFFERED waS
THAT SOME FIRMS HAD NOT BEEM ABLE TO FINISH EVALUATING
THE DAMAGE CAUSED BY EUARICAME GEORGES. CREP DIRECTOR
I5h CONDE: IN & DECEMBER 13 MEETING WITH ECOSPOL
COUMSELOR: SAID BLUNTLY THAT HE ¥AD REALIIED THAT THEY
WERE *IN SUCH & POOR POSITION: WE COULDN'T TAKE THE
RISK OF FAILURE." |SA COMDE. LOONING HARRIED. SAID THE
CAPITALIZATICN WILL TAKE FLACE IN FESRUARY 08 HMARCH
1999, HE CONFIRMED THAT BE WIWSELF WILL TRAVEL TQ MEET
WITH THE COMPAMIES THAT HAVE SHOWN THE IMTEREST IN THE
CAPITALIZATICH [N JANUARY,

S. 01 INDUSTRY SOURCES POINT TO MORE FUMDAMENTAL
PROBLENS WITH THE OFFERING: SAYING THAT TOO MANY
QUESTIONS REMAIN QUTSTARDING, WOULD-BE BIDDERS HAME
REPOATEDLY NEVER RECEIVED AN AMSWER TOQ THE QUESTICW OF
¥HAT THE GOOR WILL DO IF THE DISTRIBUTION COMPANIES CUT
OFf POWER TO THE MOK-PAYING POOR (NOTE: OR RICH). THE
CREP HAS VALUED COE"S ASSETS AT USSEEE MILLION WHICH 1%
HIGRER THAN EXPECTED AND AL30. MANY BELIEVE: HIGHER
THAN |5 WARRANTED BY THE CDE AUDIT. WHICH |MDUSTRY
SOURCES SAY 15 STILL INCOMPLETE,

G, W) LN SUM: INDUSTRY REPRESENTATIVES WELCOME THE
POSTPONEMENT, SAYING IT WAS PRACTICAL. SNITH-EARON'S
[(D)(6)] COMMENTED To ECONGFF THAT IT 4OULD HavE
BEEN DIFFICULT IN THE BUN UP TO THE CHRISTHAS SEASON T0
GET THE NECESSARY ENROM PERSONNEL TO SIGN OFF ON 4 310,
THE INOUSTRY |5 HOPEFUL THAT THE CREP AND COE WILL,
BETWEEN THEM: DO THE WORK STILL WECESSARY FOR A
SUCCESSFUL CAPITALIZAT1ON

COE TO PAY SMITH-ENRON

[(D)(4)]

ENRON HAS REPORTEDLY RECOMMENDED THAT THE
LEKDERS DRAW OM THE HON-RENEMASLE EWRON GURRANTEE FOR
THE REMAINING FUNDS.

VHILE OTHERS MOT PAID

&, (3B AS CDE (5 DEDICATING AVAILABLE FUNDS TO SHITH-

/15180
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ENRON: OTHER (PP CLAINANTS ARE NOT BEING PAID. L}
INDUSTRY SOURCES TELL US CDE 15 EVEW IW DEBT T LOCAL #6454
(PP METALDON MOTE: THIS IS5 SURPRISING GIVEN HETALDONW'S spar
POLITICAL CONNECTICHS), ALTHOUGH COASTAL"S MANAGER HAD ELLL

TOLD US HE PLANMED TO TAKE HIS PLANT OFF LINE THE WEEK
OF DECEMBER 14« COASTAL HAS WOW JOINED WITH SEABOARD IM
SENDING & LETTER TO COE SAYING THEY WILL TAKE EOTH
PLANTS OFF LIME ON DECEMSER 15 IF THEY AREN'T PAID.
BETWEEN THEM THE TWO PLANTS GEMERATE 105 MW. THERE 4RE
UNCLAS SECTION 82 OF 82 SANTO DOMINGO BEE46E

USDOC FOR 3134/USFCS/0L0/WH/RD
USDOC FOR 4372/1TA/1EP /Wb ONCE/SIEGELKAN

SENSITIVE

E.0. L2953 N/A
THGS: ENRG EINV PREL R
SUBJECT: ELECTRICITY SECTOR WRAP-UP

(NDICATIONS THAT COE 15 TRYING TO GET MOWEY CUT OF THE
CENTRAL GOVERMMENT TO MAKE A BIG EMOUGH PAYMENT TO KEEP
THE POMER OM.

4. [SBUI N TME MEAMTIME. |MDUSTRY SOURCES TELL US
COE'S COLLECTIONS HAVE DECREASED [N THE SUPPOSED RUNUP
10 CAPITALIZATION.  IN PLACE OF THE 48 PERCENT OF TOTAL
COLLECTIONS THE COMPANY HAS USUALLY REALITED: IT Wi
SEEN COLLECTING ABOUT 28 PEACENT. SINCE HURRICANE
GEORGES: COE #AS ALSQ NOT RECEIVED THE FULL AMOUNT 0F
THE MONTHLY COVERMYENT SUBSIDY. OUR SOURCES LAY THE
BLANE FOR THIS AT THE FEET OF () (6)]

WO CONTINVES 10 CLASE WITH[(D)(6)]

18, 138U) A5 NOTED ABOWE. (NDUSTRY REPRESENTATIVES ARE
RELIEVED QVER THE POSTPONEMENT OF THE CAPITALIZATION --
BETTER A POSTPONEMENT THAM & FAILURE. TREY¥ ARE HOPEFUL
THAT THE ADDITIOMAL TIME WILL BE WELL SPENT IN
ANSNERING THE QUESTIONS OF WOULD-BE INVESTORS, HOPEFUL
BT SOMEWHAT SKEPTICAL. AKOTHER POSTPONEMENT COULD
WELL BE THE DEATHKNELL FOR THE CAPITALIZATION OF CRE.
OHE OBSERVER HAS COMMEMTED THAT THE 1937 PRIVATAZATION
LEGISLATION WOULD ALSO ALLOW THE GOOR TO SIGN A LOKG
TERM CONTRACT WITd A FOREIGN COMPARY TO ADRINISTER CRE.
THIS: WHILE A LESS 1DEAL QPTION. MIGHT SERVE TO LESSEN
THE POLITICITATION OF COE AND GET THE COMPANY BACK ON
ITS FEET.

CUBR | 50N

UNCLASSIFIED

HID-192335101538
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PAE A1 OF W Mi0=1081838080 704 B61345 arrrieat flD=16E181881 264 I61346 g
CAVEAT 81 = SIDES OF THiS PARTICNLAR ISSUE. ON THE ONE HAMD. PATIL HAS BEEN
HAKDLE Via GUOTED A5 SAYING “WE ARE FIRM (N OUR DECISION TO NOT PAT ENROY S1HCE

ACTION = [TRSIBON CLYa CALL 430 FOEM (L) e GIUN (L1« 1O 10 o RBC T 4 158 111
TMF CL3o ISMATY o FTF OO0 LT 0TD e QUNE 1) o 9C 410 SEN -2 TSON -}

|75 POWER WAS TOO EXPENSIVE." ADDING THAT “TRE PROJECT |5 HOT 1N THE
[NTEREST OF MAHARASHTAA, WO ONE WILL PAY THE ZATE ENRON IS

CRC = RIAY CEARGING. " ON THE OTHER HAMD: KE HAS &L 50 BEEN QUOTED SAYING "WE
s HAVE EVERY |nr£ﬂlllml T0 PAY THE DUES: BUT THERE 1% A FUND CRUMCH: "

00 RUEATRS ‘E’, CRITICIZING ENRON'S “UNDUE HASTE (M INVOKING THE GUARENTEE.

OE RUSEAY ®@2il/O1 8131219 ! ] {SPEEI.HJ.L'I' AT A TIME WHEN THE STATE 15 ON THE VERGE OF FORRING A

INR URIEL 2T ? 1 —t}-l[‘Jl'Ell COMMITTEE,® EOTH DESHMUEH AND PATIL HAWE BEEN SEPARATELY

O aT1TH9L FER @1 ' QUOTED A5 SEEKING THT CENTER'S INTERVENTION IN THIS CASE: WITH

DESHMUSH LOOKING FOR “DELIVERANCE™ FROM THE ENROM CRISIS. A5 FOR
THE CENTER"S POSITION ONE PRECR (THE ECONOHIC TIMESI QUOTED UNMERED
“SOURCES 1K IHE IJ!IH GOVERMMENT™ SAYING THAT “WE MILL FAY ENROM (TS

FH AKCOMSUL MUMEAI
TO AUEHG/SECSTAIE WASHOC IMMEDIATE [4%8
[MFO RIEHME /AMEMBASSY NEW DELRI I|MMEDIATE 732

Vi

MmMe ——— LT 2= Im

QUEHC!/AMCIRSUL CALCUTTA IMMEDIATE L411
BUEHCS/AMCONSUL CHENNAD IMMEDIATE 3320
RUEATRS/TRTASDERT WASHDC IMMEQ1ATE
RUCPDOL, USDOC MASKOC IMMEDIATE 0813

k1l

§CL&S SECTION 01 OF 2 WUMEAI 09213

STATE P85S EXIMEANK FOR HUTCHIMSON AMD 20TA WURRELL

STATE PAS5 OPIC FOR RUTE AWM WICASTRI AND BRIOGET WILLIAWS (7

STHTE PAS5 USTR FCR RICK RULICKA
STUTE PASS SEC FOR MARISA LAGO
[REASURY FOR GEETHA RAG

US0OC FOR 313070107 AHESA/KBRENNAN
USDOL FOR 45307MAC/OSAD/ASTERN
USHOC FOR GEFESLTASTD/ AL/ TSCAUNG
USpOE FOR RHARDING

SENSITIVE

E 4. 17958 AfA
TAGS: EMRG: EFIKe ECON. EINU- IN
SUBJECT: MSER PAYS ANOTHEE HMILLICM: ENROM AND GOM FAKE T9 THE MEDIA

I. {1 NE WERE INFORMED BY CMRON THIS MORHING THAT aHOTHER RS. §
CROFES WUSD i.88 MILLION) HAS APPCARED IN |13 BAWK ACCOURT.
DEPOSITED THERE BY THE MAWARLSHTRA STATE ELECTRICITY DOARD MSES).
TEiS AMOUNT WAS APPARENTLY PAID AGAINST THE RS. 79 CRORES O3, U7
HILLION) OWED ON MSEE"S MOWEMBER BILL [MHICH ENRON AA3 WOW ASKED THE
CENTRAL GIWERMMINT 70 Paf).

L i NOW THAT EMRON/OABHOL POWER COMPANY (DPC) UPPED THE ANTE IN
115 DISPUTE WITH THE GOVERMHENT OF MARARASHTEA (GOM) BY CALLING IN A
COUNTER-GUARARTEE FROM THE GOUERMMENT OF (NRIA GO0Y. B0TH 31DES
YAVE TAKER TO THE MEDIA TO EXPLAIN THEI® CASE, THIS MORWING. THE
CHIEF MINISTER. VILASRAQ DESHMUKA. BRIEFED THE PRESS AMD STATED THAT
TKE GOM DOES NOT WANT FO RENECE ON (75 CONTRACT WITR DPC: BUT HAS HO
MOMEY TO PAY NOM. IF THE HSER HAD MOMEY. HE SAID: 17 WOULD P&Y.
THIS 15-2ARTIALLY AT CDDS WITH QUOTED REMARKS BY GOM FINAMCE
WIMLSTER JATART PATIL, WOMEYER: wHO SETNS 70 BE T6LYING M ECTH

DUES ND DEDUCT 1T SUBSEQUENTLY FROM MAHARASHTRA'S PLAN ALLUGATION.®

[ CED NEIL MCGREGODR MAS BEEN QUOTED (b SEVERAL MEWSPAPERI

i)
M){IUER THE PAST TWO DAYS EXPLAINING WMAT THE GUARANTEES AWD COUNTER

GUARANTEES MEAN MDY VMY THEY FELT COMPELLED TO CALL THER IN AT TAi3
TIME, IW PARTICULAR. MCOREGOR 4RS EMPHASIZED THE IMPLICATIONS FCR
MAHARASHTRA'S INTERNATLOMAL JEPUTATION (N MOT HOKDRING %1GNED
AGREEMENTS. EWRGH TCJK GUT & FULL PAGE ADVERTISEMENT IN TODAY'§
ECOMOMIC TEMES AND ISSUED A PRESS RELEASE YESTERDAY -- BOTH
ICHLIGHTED THE FACT THAT DAGHOL UAS BROUGHT I 2.1 BILLION SO OF
FOREIGN [MVESTMENT AND COMTRIEBUTED APPROXIMATELY 353 MILLION USD Ta
THE STATE &MD CERTRAL EXCHEQUER.

1. (SBU) COMMENT: MSER'S DRIBS AND DRABS APPROALY |5 PULLLING.
SOME OBSERVERS ARE 0F THE oPiNion TsaT [(D)(1)] Has
RUFFLED MANY FEATHERS AND HELPED PROVOKE A MAJOR CRISIS FCR THE
STATE. WITH HIS NEW MILLION-DOLLAR PAYNENT. HE MAY BE TRYING T
MAINTAIN SOME CREDIBILITY ALTHOUGH 40w THIS FITS WITH THE CONWFUSING
AHETORIC FRON THE GOM IS NOT AT ALL CLEAR.

[(B)(1) , (b)(4)]

CUNGLASSIFIED
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FAGE 01 OF 22 MID=2001 21381134 LI A

[(b)(1) . (b)(4)]

MGLAS SECTION 81 OF 972 MUl amil ;
STATE PASS EXIMERMK FOR HUTCHINSON AND RITA MURRELL
STATE 7235 OPIC FOR RUTH MW NICASTRI AND BREDGET WILL14HS
STATE PAS5 USTR FOR RiCK RUTICKA o
STATE PASS SEC FOR MARISA L2G0

TREASURY FOR GCEETHA 240

US00C FOR 1131/000/ANESA/KBRENNAN
USDOC FOR 930/ MAC/CSA0/ASTERN
USCOC FOR @80 | TAFTD/AC) TSCRING
IFS00C FCR RHARDING

SENSITIVE

£ 10958 NiA
TAGS: EMRG, EFiMe ECCHe ELNV: [N
SUBJECT: MSEB PAYS ANOTHER MiLL!OM: ENROM AND GCH TAXE T0 THE heDIA

[(b)(1) ., ()(4)]
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Bl g
il
5149
LLLE]

UNCLASSIFIED

00500000000071



Christopulos, Greg

From: Christopulos, Greg

Sent: Thursday, December 13, 2001 9:29 AM

Ta: ‘Efird, Neil’

Subject: RE: Azurix

thanks -- very well written, you must be in public affairs or have a graduate degree in
English.

————— Original Message-----

From: Efird, Neil [mailto:EfirdN2@state.gov]
Sent: Wednesday, December 12, 2001 6:06 PM
To: 'Greg.Christopulos@do.treas.gov'
Subject: Azurix

As promised:

On Dec. 11, EB/CBA, EB/OIA, WHA and Legal Advisers were briefed on the
status of Azurix's problems in Argen:ina[{b](‘”]

The
Department has agreed to facilitate meetings with Prowvincial Governor
Ruckauf and to support AMEMB's efforts to increase GOA awareness as to the
urgency of this matter. The Department also encouraged Azurix to contact
Argentine press in Washington te increase knowledge in Argentina about
Houston-based Azurix, i.e., it is (only) one-third owned by Enron and
two-thirds owned by independen:t investors.

00500000000098



CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PRIORITY
PAGE 81 OF 80 MID=199914700165 BE4EdS B/ BEEIL
CAVEAT 151 =
HARDLE W14
ACTION = [TRSIGI CLho IBRD €10« ACC (13 ICA (104 108 [1hs LOC 11] IHN].L

IMA (LD, I THALY S DIMF (1) #GC €10  SEN1-)
CRC = @aag

PP RUEATAS

DE RUEHUR #1081/80 1870580

INY COCCC LIH

P GEESEEL JUL 99 TFF4

FH AMENERSSY ULRANBAATAR

10 RUEHC/SECSTATE WASHOC PRICRITY 2449
INFQ RUCPDOC/USDOC WASHDC 8788
RHEHRRA/HITE HOUSE WASHDC

RUEHE/ AMEMBASSY BEIJING 1502
AUEHML /AMEMBASSY MANILA 385

RUEHHO/ SHERBASSY HOSCOW 283

AUEHUL FAMEMBASSY SEQUL 93181

RUEHKD/ AHERBASSY TOKYD 345
RUEHHKSAMCONSUL HONG KOG 8215
RUEHSH/ARCONSUL SHENYAMG EB16
RHENUMA/USCINCPAC HONOLULY H1J//FPASS
RUERIAZUISIA WASHDC Bodl

FHEEARASUSOOE WASHOG

ET

CONFIDENTI AL SECTION BY OF BY ULARKBAATAR 981981
STATE FOR EAP/CHs ECBA AND EA/IEP

USDOC FOR COUNSELOR KALICKE AMD P.HUEPER: ALSQ FOR ITAJEMP
KD ITA/ENERGY

WHITE HOUSE FOR OUP-T.0SIUS AND WSC-LIESERTHAL/KEITH
PASS AID/ANE/EAP-C. DOWNEY

PASS TOA-J. CRAKDHALSON/G. JACKSON

PASS OFIC-H. HESSER

WSD3E FOR IHITE AFFRIRS

BE|JING FOR ECON-5.REES AND CS-C. ADANS
HAKILA FOR WSADB-D. BARNES

T OECL: LB
ﬂJ:E EMRG: EIMV: MG: RS CH
SUBJECT: ENRON HIGH WOLTAGE TRANSHISSION LINE PROJECT

B S
REF: [(A) ULAANBAATAR 9660 () ULAANBRATAR 118 NOTAL

KID=199318788165 86/ 05811

Fa4a1h
CLASSIFIED BY AMB. LA PORTA - REASCHS 1.5 @I&DIF CONTAINS
PROPRIETARY 1RFORMATICN

(L)1)
v/

1. W) ROBERT KELLY: MANAGING DIRECTOR FOR RENEWRALE
EWERGY: EMRON INTERMATIOKAL: VISITED ULAAMBAATAR JUME 23-26
10 UPDATE THE GON OM THE STATUS OF ERRON'S HIGH WOLTAGE
FOWER TRANSMISSION LINE PROJECT. KELLY MET WITH JAN
KALICKI: COUNSELOR OF THE 1.5, DEPARTHENT OF COMMERCE.
ADVISORS TO THE PRIME WINISTER: OFFICIALS OF THE HINISTRY
OF |MFRASTRUCTURE DEVELOPMENT (MOLDI AND ENERGY AUTHORITY
THE ECONONIC ADVISOR TO THE PRESIDENT. PARLIAMENTARIANS:
AND OFFICIALS OF THE PETRCLEUM AUTHORITY OF HONCGLIA (PAH).

3. (S8U) UNLIKE KELLY'S PREVIOUS ENRON VISITS VHEN GOM
OFFICIALS DID WOT SEEM T0 BE WELL INFORKED, HINISTER
BATKNUS: MOID OFFICIALS AND OTHERS SEEMED EAGER FOR ENRON
10 INPLEKENT THE PROJECT TO BUILD A

TRANSHISSION L INE THROUGH MONGOLIA(RON THE IRKUTSK REGION
T0 NORTHERR CHINA. SINCE THE HOU W E L]
OCTOBER 1398, THE MOID HAS

REGULATORY ENVIRONMENT WILL BE LN PLACE. A HEW DRAF
ENERGY LA, 70 BE PRESENTED TO PARLIAMENT THIS WEEK.
CONTALYS PROVISIONS FOR [MPORTING AND TRANSHITTING POWER
ACROSS MOGOL1AN TERRITORY. GOX OFFICIALS HAVE ALSO
DISCUSSED THIS PROJECT IN INTERGOVERNHENTAL WORKING GROUP
SESSIONS MITH RUSSIA AND CHINA: AND WITH THE GOVERNOR OF
IRKUTSE.

{5————-'

WIN WIH NI

§, 1 THIS PROJECT WOULD BEMEFIT ERCH OF THE THREE
COUNRIES INVOLUED. RUSSIAW WHICH KAS EXCESS CAPACITY.
WOULD GAIN HARD CURRENCY FROM ENEREGY EXPORTS. MONGOLIA
WOULD BENEFIT ECONOMICALLY FRON TAX REVENUE. EMPLOYMENT 1N
THE COMSTRUGCTION AMD MAIMTEMANCE OF THE TRARSMISSION L [HE:
AND AK UPGRADED POWER LINE [0 PROVIOE ELECTRICITY FOR THE
EREDERWET COPPER COMPLEX. CAINA WOULD GET CLEAM POWER AT A
TOWCR COST THAN GOUL I0ED FROM NEW COAL-F IRED
PLANTS. A5 INDICATED IN PREVICUS REPORTING: THE POWER FROM
THE TRAMS-MORGOLIA B9 LINE WOULD BE DESTINED FOR_THE
BEIJIMG/NORTH CEMTRAL CHIMA REGION. FURTEERRORE. ENRON
BECTEVES THAT, DECAUSE OF MUTUAL MMIMOSITIES: BOTH RUSS1A
AND CHIMA ARE WAPPY TO SEE A LARGE CONPANY IN THE HIDOLE.
EACH SIDE WOULD CONCLUDE A CONTRACT TO SELL OR BYY WITH
ENROMs NOT WITH THE OTHER COUNTRY. FROM THE MONGOLIAN

CONFIDENTIAL

00500000000544



PRIORITY CONFIDENTIAL
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PAGE B2 OF @2 HID=[993147 0165 054335
STRROPOINT: AM ADDITIONAL BENEFIT IS THE INTRODUCTION OF A
WELL-KHOWN MULTINATIONAL COMPANY INTO TRE ENERGY SECTOR AND

Be/g583!

ENGAGING 1.5, INTERESTS IN KEEPING A BALAMCE WITH CHINA M.

RUSS1A,

HEXT STEPS

(1), (0))

DENT I AL SECTION @2 OF 97 ULAAKBAATAR @atgal
STATE FOR EAP/CM. E/CBA AND EBVIEP

USDOC FOR COUNSELOR KALICKI AND P.HUEPER: ALSD FOR ITA/ERP
ARD ITASENERGY

VHITE HOUSE FOR OVP-T.051US AND NSC-LIEBERTHAL/EEITH
PASS AIDSANE/EAP-C., DOWNEY

PASS TOA-J. GRANDMAISOK/G. JACKSON

PASS OPIC-M. MESSER

SN0E FOR INTL AFFAIRS

BEIJING FOR ECON-S5.REES AKD C5-C. ADAHS
HANILA FOR USADB-D\.BARNES

E.0. 17358 DECL: 7/1/¢d

TAGS: EMRGe EINVe MWGe RS: CH
SUSJECT: EMROM HIGH VOLTAGE TRAMSHISSION LINE PROJECT

[(b)(1) . (b)(4)]

)

N =

/L

yt

HID=1399187 8185

[(B)(1) , (b)(4)]

[(R)(1) , (B)(4)]

[(b)(1)]

LA FORTA
BT

41881
Bie

CONF IDENTIAL

154315 B6/BERIL

00500000000545
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ROUTINE

FAGE 81 OF @ 043815
CAVERT 451 =

HANDLE VIA

HiD=13931566217 8

AETION = CTASTBON U0 oGl LD ICG VL) + (DB (1)« JDE 411+ |MB (1) o THF M

[0 00 VTN CHD QIME 1+ RC [0+ SEN E-1 o XRA LI KLO AL
[RC = 186F

ER RUEATRS

DE RUEARL #1131/81 1651418

18R Uy 174

R 1514182 JUK 99

FH USOFFICE BERLIN

10 RUEHC/SECSTATE WASADC 2353

INFO AUCPOC/USDAC WASHDC

RUCNERG/FRE COLLECTIVE

1)

UNCLAS SECTIGN 81 OF @2 BERLIN 9e1181

DEPARTHENT FOR EB AND EUR/AGS

USDOC FOR G148/ | TA/TO/B1/IRASKUSSEN
USDOC FOR 420271 TAZHACOWE/BLTONL INSON

E.0. 12858 N/
FAGST ECOk: EF IR
SUBJECT: BERLIN: GER
U.S. FIRN ENRON L0S

KV PGOY. GH
5 FIRST MAJOR WATERWORKS PRIVATIZATICN:
T0 FRANCO-GERHAN CONSCRTIUN

Li + BERLIN HAS SELECTED A FRANCO-GERMAN CONSORTIUM AS
THE PREFERRED BIDDER FOR & 49.3 PERCENT SHARE OF THE STATE-OWNED
WATERWORES: GERMANY'S LARGEST WATER AKD EFFLUENTS RANOL ING
COMPANY. THIS IS THE FIRST MAJOR PRIVATIZATION IN THIS SECTOR i
CERMANY SMD THE FOURTH PRIVATIZATION OF A BERLIN UTILITY
GOLLOWING ELECTRICITY.) IN RECENT YEARS. THE WINNING BiD WAS DK
2,3 FILLICK PLUS MAMY EXPENSIVE FUTURE COMMITNENTS. ENRON LOSTs
DESFITE HAVING PLACED A VERY GEMEROUS BID. WITH AN ESTEMATED
INVESTHENT NEED OF DN 88 SILLION |N THIS SECTOR IN CERMANY IN
THE MEXT FEW YEARS AND LOGAL AUTHORITIES SUFFERING FRON
INGREASING BUDGETARY CONSTAAINTS: MORE SALES OF MUNICIPAL WATER
UTILITIES TO PRIVATE INVESTORS AND OPERATORS ARE TO BE EXPECTED.
END SUMHARY.

2. A FRANCO-GERNAM COMSCRTIUN CONSISTING OF THE GERMAN
DIVERSIFIED EMERGY GIANT RWE, A MAJOR FREMCH WATER SPECIALIST
COMPAGHIE COHORALE DES EAUX (JIVENDI). AND THE GERMAN INSURANCE
COMPANY ALLIZNI (ONE OF THE WORLD'S LARGEST INSURANCE COMPAKIES)
L00KS SET T0 BE THE WINNER OF THREE COMPETITORS FOR T 43.3
PERCENT SHARE OF THE BEALIN WATERWORKS i@WEI. THE CITY WILL
RETAIN TEE CONTROLLING INTEREST IN THE NEW HOLDING: WHICH AL3O
CONTAINS EWB'S OPERATIONS IN CENTRAL AND EASTERN EURCPE AS Well
45 ASIA. THE LOSERS IN THE PROCESS WERE ENRON IN PASTMERSHIP
WITH THE HESSEM STATE BANK AND A CONSORTIUN CONSISTING OF THE
BERLIN-BASED BANCGESELLSCHAFT BERLIN AND THE FREKCA SUEL
LYOKMAISE DES EAUX (THE WORLO'S LARGEST WATER AND EFFLUENTS

15/15001

Hib=1939 16681789 B43515 15/15381

OPERATOR

1. GME/UIVENDI/ALLUANE BID O 3.1 BILLION FOR BWE AND PLEDGED TO
COMMIT DM 208 MILLIOW TO SHORING UP A DEFICITARY METHANE
PRODUCT IO FACILITY [N TRE FORNER GOR. THE CONSORTIUM ALSO MADE
& LARGE WUMBER OF MAJOR COMMITHEWTS: 10 NEEP CURRENT WATER PRICES
UNTIL DECEMBER 2883: TO CONTINUE EMPLOYINC BME PERSONNEL FOR THE
NEXT 15 YEARS: TO INVEST DM S BILLIOK IN BWE OVER THE HEXT 18
YEARS: TO RETAIN BWG AS AM [NDEPEWDENT CONPANY WITH ITS SEAT OF
BUSINESS N BERLIN, TO RELOCATE WARIOUS CONSORTIUN SUBSIDIARIES
WITH 738 JOS5 |N BERLIN BY THE END OF 1884, TO DEVELLP BWS AS A
NATIONAL AKD INTERMATIGNALLY ACTIVE COMPANY AND SERLIN AS A
CENTER FOR WATER AMD EFFLUEWTS MAMAGEMENT TECHNOLOGY.

4. WITH KEARLY 4 MILLION CUSTOMERS FOR WATER AMD EFFLUENTS:
APPRONINATELY 6489 EMPLOYEES AMD CPERATIONS RANGING FROM SHARES
AND IWVESTRENTS IN EASTERN EUROPE. TELECOMMUMICATIONS ALONG ITS
1486 KM PIPELIKES (N BERLIN TO THE INNOUATIVE EBUT SEVERELY
DEFICATARY SLUDGE FIRING UNIT USED TO MANUFACTURE METHAME. EWE 15
THE LARGEST WATER UTILITY IN GERMANY. WHILE WATER CONSUMPTION IN
THE AREA CONTINUES TO FALL AND PRICES ARE AMONG GERMANY"
BIGHEST, TURNGUER FELL TO DN 1.% BILLION [N 1332 NITH A SEVERE
DROP M PAOFITS T0 DM 65 MILLICK. TO DATE THESE PROFITS HAVE
FLOWED [MTO THE CITY BUDGET, WHICH HAS ALSQ USED BWG FUNDS A3 A
STOP-GAP W TIMES OF CRISIS, THE PRIVATIIATION TERMS WILL EMSURE
THE CITY A SECURE (NCOME I THE FUTURE TO0.

5. THE TEMDER PROCESS HAS BECH ACCORPANIED BY A CACOPROKY DF
PROTESTS AND WARASSMENT FROM ALL POLITICAL PARTIES: INCLUDING THE
COU AND SPD THAT FORM THE CHTY COALITION GOVERNMENT, AND UNIONS
AN MANACEHENT OF BWBs WHO WERE UNITED IK THEIR DISTASTE FOR
BRIVATIZATION, & SUCCESSION OF PRESS RELEASES OF WEW UNPLEASANT
TRUTHS ABOUT THE REAL IMWER LIFE OF BWS TREATENED TO FRICHTEN
OFF B1DDERS: AMD LEGISLATION NECESSARY FOR THE PARTLAL
PRIVATIZATION WAS REPEATEDLY DELAYED N PARLIAMENT. THE GOAL IS
NOW T0 CBTAIN PASL|AMENTARY APPROVAL FOR THE PRIVATIZATION BY
JULY $0 THAT THE PURCHASE PRICE CAN STILL BE USED TO BALANCE THE
1998 CITY BUDGET, WHICH IS KOPELESSLY IN THE RED. THIS ASSUMES
T4AT A CONSTITUTIONAL CHALLENGE BY THE OPPOSLTION CREEN AND EX-
COMMUMIST POS PARTIES WILL MOT SUCCEED. THEY ARCUE THAT THE
PRIVATIZATION OF WATER FACILITIES IS UNCONSTITUTIONAL, THAT THE
SALE |5 A COMCEALED CREDIT AMD THAT THEIR CALCULATIONS SHOW TRAT
BVE WOULD HAUE TO RAISE 17§ PRICES BY AT LEAST 18 PERCENT [N 1084
BMD IS THUS AT THE EXPENSE OF THE ELECTORATE.

COMMENT

6. THE SELECTION OF THE RVE/VIVENDI/ALLIANZ CONSORTIUN REPEATS A
PATTERN ESTABLISHED (N PREVIOUS PRIVATITATIONS IN BERLIN. EACH
RESULTED IN A SALE TO A CONSORTIUN CONSISTING OF ONE FOREICN
SPECIALIST BIOER &MD AT LEAST ONE GERMAN PARTMER WITH
CPERATIONAL ESPERIENCE IN THE COUNTRY. IN ALL CASES THE WINNING

nuntl ACCICICN
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CONSORT UM MADE COMMITHENTS THAT WENT FAR BEYOND THE MARROW SCOPE

OF TRE UTILITY CONCERNED. BERLIK HAS SPERHEADED PRIVATIZATIONS

OF MUNICIPAL UTILITIES 5O THAT THE EXPERIEMCE GAINED 1% THE"OMY_

HAY SERVE AS A MARKER FOR OTHER MUMICIPAL UTELITIES SALES IM THE
FUTURE. THESE FACTORS WILL CERTAINLY PLAY A ROLE IN FUTURE

GERLIM PRIVATIZATIONS - E.G. THE PUBLIC TRANSPORT SYSTEM: THE

REFUSE DISPOSAL UTILITY: AMD THE PORT AUTHORITY,

7. TEE LARGE BED FOR A MINORITY SHARE N BWB SURPRISED
UNCLAS SECTION 8 OF 82 BERLIN 881192

DEPARTHENT FOR EB AND EUR/AGS

FSDOC FOR 5188/ ITASTOIB] /I RASHUSSEN
USDOC FOR #2027 ITASMAC/ CWE/BLTONL INS0N

E.0. 17953 K/A

TAES: ECON: EFIN. EINV. PEOV, (M

SUBJECT: BERLIN: GERMANY'S FIRST HAJOR WATERWORKS PRIVATIZATION:
.5, FIRM EMRON LOSES T0O FRANCO-CERMAN CONSORTIUM

(QBSERVERS: WHO HAD BELIEVED THAT THE CITY WOULD BE LUCKY TO
ACHIEVE THE DM 2 BILLION IN 1338, TEE HIGH BID PRICE SEEMS TO BE
THE COST FOR & STRATEGIC GATEWAY TO CENTRAL AND EASTERN EUROPE AS
WELL AS INTO THE NATIONAL WATER MARKET.

8. DEUTSCHE BANK HAS ESTIMATED A NEED FOR APPROXINATELY OM J@@
BILLION FOR IMVESTMENTS IN THE WATER SECTOR IN GERMANY QUER THE
NEXT FEW YEARS: MAINLY IN THE EVER HORE DERELICT PIPELINE
IKFRASTRUCTURE. ABOUT £, 088 MIKICIPALLY-OWNED COMPANIES HOW
OPERATE THE MATER AND EFFLUENTS HAKDLING SECTOR WITH TRE BENEFIT
OF RER MOMOPOLY STRUCTURES AMD FOR COWSUMER PRICES WHICH ARE
AMONG THE HIGHEST [N EUROPE. GROVING BUBCETARY CONSTRAINTS RAKE
IT UNLIKELY, HOWEVER: THAT THESE MUNICIPAL OPERATORS WILL BE MBLE
TO RAISE THE FUNDING MECESSARY FOR SUCH INVESTMEMTS IN THE FUTURE
ON THEIR OWN SO THAT THE DOOR WILL BE OPENED - HOMEVER.
UMWILLINGLY - TO COMMERCIAL OPERATORS IN THE HEAR FUTURE. 3SUCH
PRIVATIZATIONS: HOWEVER: ARE LIKELY TO REMAIN CONTROUERSIAL.
KORNBLUM
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FH AMEMBASSY LA PAL

10 RUEHC/SECSTATE WASHOC PRIORETY 5338
RUCFDOC/DEPT OF COMMERCE WASHOG

TNFO RUEHAC/AMEMBASSY ASUMCION 8228
RUEHBR/AMEHEASSY BRASILIA B763

RUEHEU/ RHEMEASSY BUENDS AIRES 4951
RUEKPE/AMEHBASSY LINA 3718

RUEHSG/ AMENBASSY SANTIAGO 1466
RUERSO/ANCONSUL SAO PAULO D213
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CONFIDENT | ALLNPAL OOI1E

CORRECTED COPY ICORRECTED TEXT THROUGHOLT)

USO0C FOR 4331/1TASOSA

E.0. 179%6: DECL: (QADR

TAGS: EINV: EMRG, EPET. POOW, BL

SUBJECT: “THE KEART OF SOUTH AMERICA™ LAW: BUSINESS
SUCCESS

BEFS: A STATE 49158 B. LA Pl 6779: C. 33 LA PAI
1986

1. CLASSIFIED BY AMBASSADCR HRINAE: REASONS: 1.5 DV,

3. (SBUD  SUMMARY: AFTER THREE WEEKS OF |NTERSE
LOBBYING BY THE EMAASSY [N SUPPORT OF ENRON: THE
BOLIVIAN CONGRESS ON MARCH 13 APPROVED THE LEY
CORAZON: OR “KEART OF SOUTE AHERICA® LAW ALLOWWNG
FOREIGH OWNERSHIP CF INFRASTRUCTURE WITHIN 58
KILOMETERS OF BOLIVIA'S BORDERS. THE LAW OPERS THE
WAY FOR ENRON TO CONSTRUCT THE GAS PIPELIKE SPUR TO
CUIABA: BRAZIL REF Ci. OFHER BEMEFICIARIES INCLUDE
WILEROS: WHICH PLANS A SOLIDS PIFELINE FROH LA PAZ TO
110 PERUS AND MRG: INC.. WMICH THROUCH (75 LOCAL
SUGSOIARY COBEE: WOPES TO LINK BOLIVIAN ELECTRICITY
GEKERATORS AND THE BRALILIAN GRID. END SUMHARY. '

3. ) THE LEY CORATOM. S0 MAMED BECAUSE 1T IS
DESICHED TO MAKE BOLIVIA THE ENERGY, HYCAOCRRBONS: ARD
TELECONMUICAT IDHS HEART OF SOUTH AMERICA. WAS

CONFIDENTIAL

DEPT TREASURY COMC
PH 622-2222 RM 1121/

(:/4*@/}"

Nif=133905900316 @
INTRCOUGED INTO THE BOLIVIAN CONCRESS |N JANUARY WITH
STRONG SUPPOAT FROM THE BAMIER ADHEWISTRATION. THE
LAN: REQUIRED BECAUSE ARTICLE 15 OF THE BOLIVIAN
CORSTATUTION PROHIBITS FOREIGNERS FROM OWNING 08
HAWING RIGHTS OVER LAND WITHIN 58 KILOMETERS OF THE
BORDER EMCEPT IN THE CASE OF "NATICNAL WECESSITY."
WILL CREATE 11 CORRIDORS FOR INFRASTRUCTURE PROJECTS
LINKING BOLIVIA WITH ITS MEIGHBORS. THE HOST
IMMEDIATE BENEFICIARY WILL BE THE ENROM/SHELL
CONSORTIUM TRANSREDES: WHICH CAN NOW HOUE FORWARD WITH
CONSTRUCTION OF THE CUIABA GAS PIPELINE,

[(B)(1)]

S, (SBU VRILE EWRON HAD THE MOST TO LOSE FROM DELAY
{THE BRAZILIAN PERMIT FOR THE ELECTRICITY GENERATION
PLAN IN CUIABA FINED & SPECIFIC DATE |N OCTOZER &Y
WHICH THEY HAD TO COMVERT FRON DIESEL TO GAS AND A
FINE OF UP T0 358,900 FOR EVERY DAY ITS COMPLETION 15
DELAYED BEYONG THAT OATE). OTHER US INTERESTS WILL
ALSO BEKEFIT, OME OF THE CORRIDORS WILL FERMIT
WILERGS' CONSTRUCTION OF THE SOLIDS PIPELINE FROA LA
PAL TO ILOv PERU REF B2. IM ADDITION: HRGe IKE.» CO-
OWHER WITH THE SWEDISH VATTEWFALL OF THE B0LIVIAN
PONER COMPANY ICOBEE), FLANS T0 CONSTRUCT A GEHERATING
PLANT MEAR THE BORDER TO SELL ELECTRICITY TO BRATIL,
THE L&W ALSO GIVES THE GREEN LIGHT TQ THE TELEFHOME
COMPANY ENTEL'S (OWNED BY THE ITALEAN FIRN STET)
FIBER-OPTIC LINK TO THE TRANSOCERKIC OROP | PERI.

[(b)(1)]
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CAVEAT (3} =

HANOLE VIA

AGTION = [TRSIBON (1H:BTF 4102 CALL (30 GE (1) e TEG (RN + LDC CLY» 1B 1)

ITFAR3 1714072 DINF 417 0C 1114 3EN (-)
LRC = 15F8

00 RUEATRS

DE RUEHVE §13T3/81 G821101

IHR ULy 114

0 131811 MAR 89

FH AHEMBASSY IAGRED

T0 RUCPDOC/USDOC WASHOC IMMEDIATE
RUEHC/SECSTATE WASHDC IMHEDIATE 75E)
IHFO RUEALO/AKENBASSY LONDON IWMEDIATE @117
RUEHHD/AKE KEASSY HOSCOW IKMEDIATE B7%4
ar

UNCLAS IAGRER E8131

SENSITIVE

US00C FOR 4@08/MAC/AS/MULLOY
USBOC FOR 4237/MAC/EUR/EER|S/CEER|C/AURGESS/ROBERTS
SH0C FOR GBS/ TD/AC/KUGENT

I1SDOC FOR 3133/USFCS/OI0FEUR/POZA/KOILOFF

STATE FOR E /S EILENSTATY AND EURJSCE (MESSENGER.
$/R (GELBARD)

STATE PLEASE PASS T0 USTR/NOUELLI AMD ELEIN
LONDOK AKD FOSCON FOR USFES/SEO

E.0. 17958: N/A
TAGS: EMRG: E1NW: BEXP: PGOV: KR
SUBJECT: GOC AGREES TO FINAL MEETIHG WITH ENRON

I, O THIS CABLE CONTAINS [HFORMATION WHICH i3
SENSITIVE BUT UNCLASSIFIED (SEUI, PLEASE TREAT
ACCORDINELY,

SUMMARY

1. (SBUN THE AMBASSADDR AS SECURED THE ACREEMENT OF
T9E PRESIDENT'S OFFCE FOR A WIGH-LEVEL MEETING BETWEEN
THE GOC AN ENRON OM MARCH 15 10 RESOLVE QUESTIONS
RELATE TO THE DRAFT POWER PURCAASE ACREEMENT (PPAI,

BN INTERMAL GO EXPERT CROUP RECENTLY DETERMINED HAT
EMRON'S OFFER 15 T00 COSTLY. STILL: TH PRESIDENT
BIMSELF REMAINS INTERESTED M COMPLETHG THE DEAL
SUCCESSFULLY. THE AMEASSADOR IMSISTED ONW Tv0

HI0=1939882 09845 TR
COMMITHEMTS FRCH PRESIDERTIAL ADVISOR IVICA PASALIC
WITH RESPECT TO THE MEETING: (1) THE CROATIAM ELECTRIC
COMPANY MEF) MUST BE PREPARED TO DISCUSS SPECIFIC
CONCERNS/ 1 35UES OVER PRICING RATHER THAN CAST RANDOM
ALLEGATIONS: ) THE GOC WUST DELIVER A FINAL DECISION
AT THE CLOSE OF THE MEETING O ADDITHOMAL GOVERMHEWT
REVIEWS/APPROVALS WOULD BE REQUIRED). THE PRESIDENT
HAS ARPOINTED PRINE HINISTER HATESA 10 OVERSEE THE
MEETING ON THE GOC SIDE AND CHIEF CPERATING OFF CER
OO JOSEPR SUTTON WILL REPRESENT EMRON.

3. (SBU) POST IS CONVINCED THAT THE PRESIDENT IS
COMMITTED TO THIS DEAL AND SEEKS CLOSURE PRIOR TO THE
PLANNED GOC EVENTS IW CHICAGO EARLY APRIL). STILL.
HEP (AND POSSIBLY OTHER LOWER RAWKED CFF ICIALSH REMAIN
OPPOSED AND HAVE CONTIMUED TO DBSTRUCT THE PROCESS.
THIS MEETING MIGHT FINALLY PUSH ASIDE THIS CPROSITION.
RESULTING IN AN INITIALLED PPA. N THE OTHER HAMD 1T
COULD END WITH EMRON'S DEPARTURE FROM THE PROJECT. END
SUKMARY.

4. (0 ON MARCH 1. ENROH AND HEP COMPLETED WORK OM
THE DRAFT PPA MOTE: ONLY THE GAS PRICE WAS LEFT BLANK:
PER PREVIOUS AGREEMENT: TO BE FILLED-IN AT A LATER DATE
WHEN EWROK SECURED A LOMER GAS PRECE FROM GAZPROM.
SINCE THEM: HEP HAS REFUSED TO IMITIAL THE DOCUMENI.

IN ENRON'S VIEW: THE DRAFT PPA HAD BEEN FINISHED.
HOWEVER: BEP 0ID KOT SEE ALL ITS CONCERNS ADDRESSED 1K
THE DRAFT PPA, MINISTER OF ECOMOMY WEWAD PORGES AND
HEP GEMERAL MAMAGER DAMIR BEGOWIC INSISTED THAT THE
DRAFT PPA EMCOMPASSED THE ESSENCE OF THE OVERALL DEAL
AMD: THEREFORE: REQUIRED APPROVAL AT THE GOVERNRENT
SESSION. IN THE MEANTIME: AN INTERNAL GOC EXPERT GROUP
ADVISED PRESIDENT TUDJMAN LAST WEEK THAT ENRON'Z
PROPOSED PRIGE WAS TOD HIGH, [NOTE: EWRON DOES WO
HECESSARILY DISAGREE WITH THE GOC/HEP'S DETERMINATION,
ENRCM REQUIRES THE INITIALLED DRAFT PPA 1N ORODER 10
SECURE A LOWER GAS PRICE FROW GAIPROM. A LOWER GAS
PRICE WILL REDUCE THE OVERALL COSTS AND PRICE 0F
ELECTRICITY.)

PRESIDENT"S OFF |CE AGREES TO HICH-LEVEL HEETING

5. (5800 FRUSTRATED WITH THE PROCESS [AKD LACK OF
PROGRESS). EMRON BECAME VERY ACTIVE: DISCUSSING THE
SITUATION WITH CROATIAN AMBASSADOR IUZUL: CONTACTING
THE PRESIDENT'S OFFICE AND SEMDING & LETTER 70 THE
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PRESIDENT HINSELF. 1IN THE HEAMTIHE, THE AMBASSALOR -~ AT LEAST MOT YET. THE SCHEDULED HIGH-LEVEL MEETING
ENGAGED PRESIDENTIAL ADVISOR [VICA PASALIC ON THIS HAY BE ABLE TO ACCONPLISH JUST THAT -- ESSENTIALLY. THE
ISSUE MIARCH 18-13). PASALIC UNDERSTOUD EOW THE GAS e BRUSHING ASIDE OF THE OPPOSITICN. IF 50u THE DRAFT PPA
PRICE PLAYS INTO THE OVERALL FIMAL COST/PRICE STRUCTURE - WILL BE INITIALLED BY WEEK'S END. IF THE MEETING IS
AKD THE WEED TO OBTAIN THE GAS PRICE REDUCTIO FRON ROT SUCCESSFUL: ENRON MIGHT HAVE TO DECIDE WHETHER TO
GAIPROM BEFORE MAKING FIMAL CALCULATIONS. HILE HE PURSUE THE PROJECT FURTHER OR WITHDRAW. EMD COMNENT.
EXFRESSED BOTH RIS AND THE PRESIDENT'S SPPORT FOR THE
PROJECT: PASALIC ALSD INDICATED TH DIFFICULTY IN IRIGIN: USFCS/HUGHES)
OVERCOMING OPPOSITICH BASED ON ARGHEMTS OF EXCESSIVE
PRICING. MONTGONERY

ar

131

1579
6. (SBU) PASALIC AGREED TO ORGAMIZE A HIGH-LEVEL MMM

HEETING BETWEEN THE GOG AND ENAON THAT WOULD ONCE-AND-
FOR-ALL RESOLVE THESE QUESTIONS. THE AMBASSADOR
IKSISTED ON TWO COMMITMENTS FRON PASALLC REGARDING THIS
MEETING. FIRST: HEP MUST DISCUSS SPECIFICS RATHER THAN
SPEAX IN CEMERALITIES OTHERWISE EWRON WOULD BE TRYING

T SESPOND TO A NOVING TARGET. SECOND. THE OUTCOME oF
THIS MEETING MUST RESULT IN A FINAL DECISION. IN OTHER
WORDS: THERE SHOULD BE %O NEED FOR MORE GOVERNMENT
REVIEWS/APPROVALS (THIS WOULD OWLY OPEW THE DOOR 10
AODITIONAL VACILLATION), PASALIC ACCEPTED THESE
POINTS.

7. (SBUI IN A SUBSEQUENT CONVERSATION WITH ENRON'S
JOSEPH SUTTON LATER ON MARCH 13 THE AMBASSADOR
STRESSED THE MEED FOR SUTTON'S PERSONAL PRESENCE AT TE
MEETING. THE AMBASSADOR ALSO SUGGESTED THAT ENRON
REGUEST THE PRESIDENT T0 SELECT A TRUSTED ADVISOR WHO
WOULD REPORT DIRECTLY BACK TO TUDIMAR ON THE
TORE/COMDUCT OF THE MEETING. THE AMBASSADCR WRS
IKFORKED THE MEXT DAY BY TUDJMAN HINSELF THAT PRIME
MIKISTER MATESA HAS BEEN APPOINTED TO PARTICIPATE IN
THE MEETING.

8. (SBU) POST REMAINS CONVINCED THAT THE PRESIDENT 15
COMNITTED TO THE SUCCESSFUL COMPLETION OF THE ENRON
OEAL. I HIS MARCH 11 MEETING WITH S/R GELBAZD
TUDJMANW EXPRESSED BIS SUPPORT FOR THE PROJECT.  AGAIN
OK MARCH 26 TUDJMAN PULLED THE AHSASSADOR ASIDE FAON
THE HEETING WITH SFOR COMMAMDER GENERAL MEIGS AND
STATED MITH STRONG PRYSICAL GESTURING THAT THIS DEAL .
WILL GO THROUGH.

9. (GBUM THIS MAY BE THE PRESIDENT'S WILL BUT 1T I3
ALS0 A FACT THAT HEP CONTINUES TO OBSTRUCT. TEE GAP
BETWECH THE UPPER AND LOWER LEVELS HAS NOT BEEN BRIDGED

UNCLASSIFIED

00500000000552



UNCLASSIFIED

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

ROUTINE

PAGE 81 OF @2 05/ B336T
CAVEATIS) =
BAKDLE VIA
ACTIOM = [TRSIBOI (1) »CALL (30 FCEN 11D/ GER i1),61 (13 LADB (LA BRD 11}
108 1] ¢ JOC 410« $OD 110+ 1MB €10 ¢ HF (0D o TRL C10s 1TE 010 1T (1 DIME I
GG (10 o SEN (-0 e XRACIH LN ITD

CRE = 9183

HiD=1993 @88 00358 aan

RTTUZYUW RUENSOABSES B971828-UUUU--RUEATRS.
THR UL IIH

R E718160 APR 99

FHOAMCONSUL SO PAULD

10 RUEHC/SECSTATE WASHDG 1531
RUEHDR/AHERBASSY BRASILIA 2573
RUEHR1 /BHCONSEL IO DE JAMEIRD 1145
RUEHRG/ARCORSUL RECIFE B335
RUEATRS/DEFT OF TREASURY WASHOC
RUCPDC/USDOC WASHDC

RUEHBL/ AMEMSASSY BUENDS ALRES J19%
RUEHMN/ AHEMAASSY MONTEVIDED @125
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81

[MCLAS SAQ PAULD ERO553

DEPT OF TREASURY FOR WMCGREW

USDOC FOR 43127 1TASIEP/WH/OLAC-5C
USDOC FOR J214/USCS/QL0/WH

STATE PASS EXIHBANK FOR STEVE THOMPSON
STATE PASS OPLC FOR OMORCNESE

ThaS: ECOM: ETND EF |Me ENRG. BR
SUBJECT: IMTEREST IN COMCAS PRIVATIZATION APPERRS
STROMGS SALE EXPECTED TO BRING N A PREMILN

e
 REF: RIO DE JRXEIRD B233

1. SUMMARY: BRATIL"S FIRST HAJOR PRIVATIZATION OF 1933
WILL TAKE PLAGE ON APRIL 14+ WHEN COMGAS: THE STATE OF
SAQ PAULD PIPED-GAS DISTRIBUTICH COMPANY, WILL BE
AUCTIONED. SAD PAULD ANALYSTS BELIEVE THAT, AT A
NIMIMUM, TEREE TO FIVE BIDS WILL BE TEWOERED FOR COMGAS:
PRIMARILY FROM FOREIGN CONSORTIUKS. ALSO ANALYSTS
ANTICIPATE THAT & PRENEUM RBOVE THE HINIHUM PRICE OF RE
596.5 MILLION WSS 520 HILLION) WILL BE QFFERED. EWD
SUNKARY.

2. BRAZIL'S FIRST MAJOR PRIVATIZATION OF 1933 WILL TARE
PLACE ON APRIL 14« WHEM COMGAS WILL BE AUCTIONED REFTEL
INCLUDES DETAILS OK MINIMUM PRICE: COMPANIES INTERESTED.
SERVICE AREA: AND CUSTCHER BASE). PRICR TO THE
DEVALUATION OF THE REALs THE NATICHAL BAMK OF ECONCHIC

\é,ﬂ:ﬁ
Tnﬁy d d&_

HI0=138900400053 ag4am
AND SOCIAL DEVELOPNENT (ENDES) ESTINATED THAT
PRIVATIZATICNS FOR 1399 WOULD BRING IM USE 78 BILLICN:
HOWEVER IN THE RECEMT AGREEMENT WITH THE TMTERNATICRAL
KOMETARY FUND {IMF) THAE FIGURE HAS FALLEW T0.USS 16
BILLION. DESPITE THE OEVALUATION AMD WORRIES ABOUT
BRALIL'S ECONOMY, SAQ PAULO STATE COVERMMENT OFFICIALS:
ENERGY-SECTOR AMALYSTS AMD BOVESPA OFFICIALS TOLD ECONIFF
THAT COMGAS REMAINS AN AFTRACTIVE INUESTMEAT.

BE/B336L

3. WITH THE NEW BRATIL-BOLIVIA GAS PIPELINE TD ENSURE AN
INCREASED AKD STEADY SUPPLY OF WATURAL GAS TO THE REGION.
SO PAULO AMALYSTS BELIEVE THAT COMGAS HAS VERY HICH
GROWTH POTENTIAL. HOWEVER. THE NEW OWNER WILL HAVE 10
[WVEST T0 BUILD UP ITS DISTRIEUTION HETWORKE AND INCREASE
IT5 RESIDENTIAL CUSTOMER BASE.

4. ALL INTERLOCUTORS HEWTIONED THAT FOREIGH GRS

CONPANIES HAD DEMONSTRATED THE MOST INTEREST IN THE SALE
OF COMGAS. MAJOR COMTENDERS |MCLUDE: 34 -AEREADY
OWNS 10 OF COMGAS'S COMMON STOCKL-AGTP. AN (TALIAM GRS
COMPANY ALREADY OPERATING M BREIIL: AND ENRON. A 1.3
GAS COMPANY THAT PARTICIPATED [N
BOLIVIA GAS PIPELINE AND HAS SUBSTAM 4

TRE BRAZIL SIDE AKD 21% ON THE BOLIVIAN 51DEF i II

5. THE PROCEEDS FROM THE SALE OF COMGAS WILL GO 10
COMGAS' PARENT: THE ELECTRIC COMPANY OF SAD PAULD ICESPI.
CESP WILL USE THE MOMEY TO LIGULDATE A PORTION OF 1T5 OWN
DEBTS IN PREPARATION FOR THE PRIVATIZATION OF TEREE CESP
GENERATING FACILITIES: THAT WILL TAKE PLACE (R MAY AND
JUNE OF 1999, 1IN THORM: THE MONEY FROM THE SALE OF CESP'S
GENERATING FACILITIES WILL B USED 0 PAY 5A0 PAULD STATE
DERENTURES: A PORTION OF WHICH COME DUE |N JUKE. THE
INTERLOCUTORS INDICATED THAT THIS IS WHY THE SALE OF
COHGAS WOULD GO FORWARD AS PLANKED.

6. THE APRIL COMGAS PRIVATIZATION IS EMPECTED T0 BE THE
FIRST OF SEVERAL PREVATIZATIONS FOR THE RIGHTS T0
DISTRIGUTE PIPED GAS IN SAD PAULO STATE. THE
GECGRAPHICAL AREA INCLEDES GREATER SAD PAULD: SANTOS AND
THE PARAIBA WALLEY. THIS REGIGN IS THE ONLY PLACE VHERE
COMGAS ALREADY HAS A DISTRIBUTION HETWORK: THOUGH
WODESTLY DEVELOPED. i PLACE. THE REST OF THE STATE 15
CURRENTLY ONLY SERVICED BY BOTTLED GAS. ANALYSTS TOLD
ECONOFF THAT THE ERATIL-BOLIVIA PIPELINE: WHICH BISECTS
THE STATE AS 1T RUNS FROM THE STATE'S WESTERN BORDER EAST
ALMOST TO THE COAST: WILL MAKE 1T FEASIBLE TO PROVIDE
PIPED ATURAL GAS SERVICE TO WIRTUALLY THE ENTIRE STAIE.
FUTUSE AUCTIONS OF RIGHTS 10 DISTRIBUTE GAS BY PIPE 10
OTHER PARTS OF THE STATE ARE EXPECTED WITH PROCEEDS GOING
DIRECTLY INTO SAD PRULD STATE COFFERS.

CLARE
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CAVEAT 151 = MAH MOHAN ADHIKARY HAVE PUBLICLY EMDORSED
RANDLE V1A DEVELOPHENT OF THE KARHALI RIVER'S HYDROELECTRIC

ACTION = CTRSTA01 (10 o) (1o FOMATDe JOE 111 (48 0o ITF O TN
OIMF (1) + QG (10 ¢ SEN (=1
CRC = 28F9

AR RUEATRS
DE RUERKT ¥B965 1998577
INR ULV TT6
R 1305271 APR 99
£ AMEMBASSY EATHMANDY
10 RUEKC/SECSTATE WASHOC 8151
INFO RUCPDOC/USDOC WASHDG
RUERKA/ANEMBASSY DHAKA 2763
RUERME/AMENBASSY NEW DELWI 8829
RUEHIL/AMEMBASSY |SLAKABAD 3132

* RUEHL W/ ANENBASSY COLONBO 6756

RUEALO/AMEMBASSY LONDON 8191
FHHMUNASOSC I RCPAG HOROLULY HISI3Is
El

G UNCLAS. KATHNANDU BOBSES

E STATE FOR SA/INS AND ER
N Lowoox For sureiin
G USDIG FOR 4538/ 1EP/AKESIONE

l SENSITIVE

] E. 8. 17958 N/A
“ TAGS: EIMW; BEXP: ENRGH PREL. WP
SUBJECT: PARTY LEADERS ENDORSE EROM PROJECT

REF: EATHMANDU 28167

1. THIS CABLE COKTAINS PROPRIETARY INFOSHATION.
PLEASE PROTECT ACCORDINGLY.

1. (S0) SUMMARY: LEADERS OF NEPAL'S TWO LARGEST
SARTTES WAVE RECENTLY MADE CANPAIGN STATERENTS ———_
SUPPORT ING THE DEVELOPHENT OF THE_LO:308 MECAVATT
KARNAL1-CAISAPANI HYDROELEGTRIC PROJECT BY ENROK. .
THE STATEMENTS: BY TW0 FORMER PRIME ;

CONF IRH_TH ANIRD OF A SURVEY
LICENSE 10 ENRON RENAIN GOOD: REGARDLESS OF WHICH
PARTY FARES BEST NN THE UPCOMING MAY 1333
PARLIANENTARY ELECTIONS, ENRON 1S EMPECTED T0
RESUBNIT 115 SITE SURVEY LICENSE APPLICATICH FOR
THE PROJECT AFTER IT COMPLETES A REVIEW OF ITS
REGIGNAL PONER DEVELOPMENT STRATEGY. END
SUNNARY.

3. U0 FORNER NEPAL CONGRESS PRIME MINISTER SHER
BAHADUR DEUBA ARD FORMER COMHUNIST PARTY OF NEFAL
- UNITED MARKIST-LENINIST MUML) PRIME HINISTER

-~

CAPACITY TN RECENT CANPAIGN STATEMENTS IN THE
BECION. PRESS REPIRTS LAST WEEK QUOTED ADKIXARY
4 STATING SPECIFICALLY THAT THE UIL WOULD
APPROVE ENRON'S PROPOSAL 10 DEVELOP THE 18,480
MEGAMATT KEENAL|-CHISAPANI PROJECT. DEUBA WAS
QUOTED IN “THE KATHHAKOU POST® APRIL 18 SRYING:
*|F VE SUCCEED 1K DEVELOPIHE THE KARNALL PROJECT,
WE CAM EMD POVERTY AKD UNERPLOYHENT™ IR KEPAL.

§, (SEU) ENROH: MEANWHILE. WAS NOT WET
RESUBHITIED THE SITE SURVEY LICEWSE REQUEST IT
MADE (N JANUARY 1398 MEFTELI. WHICH THE
GOVERRHENT OF NEPAL ASKED EHRON TO REVISE T0
CONFORM WITH THE TECHNICAL SPECIFICATIONS CF
NEPAL'S ELECTRICITY ACT. ENROM OFF ICIALS HAVE
INFORKED POST THAT THE COMPRMY |5 CURRENTLY
EUALUATING ITS PONER DEVELOPMENT STRATEGY FOR THE
ENTIRE SOUTH ASIAM REGION: AND WILL DECIDE
SHORTLY HOW THE KARNALI PROJECT FITS INTO THAT
STRATEEY.
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FAGE 81 OF @2
CAVEAT (81 =
HAKOLE VIR

HID=193332801500 #e52%

RCTION = CTRSIBON (1) ¢G I C0 o IBRE (10, [EM A1, (0B 4104 1DC A1)+ 100 11
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(A€ = BRAT

PP RUEATRS

DE RUEATY ESO26/1 3161313

INY CCCCE IIH

P 2413181 MOV 39

FH AMEMBASSY TEL AWIV

T RUEAC/SECSTATE WASHOC PRICRETY 4511
INFO RUCPOOC/USDOC WASHDC
RHEBAALSUSDOE WASHDC

RUEHEG/ AHEM2ASSY CAIRD 1752

RUCHAN AMEMZASSY AMARM BT46

RUEHIN/ AKCONSUL JERUSALEM 6224

BT

CONFIDENTI ALSECTION 81 OF 02 TEL ANIV 015066

SIATE FOR WEA AND NEA/IAI SHEC, WSC FOR REILLY/MALLEY

USDOC FOR 45287 | ASHAC/ AMESA/L/AVILL I AHSON
4520/ | TA/HAC/ AHE S /PTHANOS
J033/ I TRSFLS/010/ ANESAJ TPARYER
520/ I TA/HACTANESAS 1/ TGILLHAN

PASS OPIC FOR MELISSA OBEGI, PAMELA BRACEY

.0, 17958 DECL: 11774/
TAES: ECON: ENRGs BEXP, EGe JOv ETRD: IS
SUBJECT; DCH MEETING WITH ENROM

REF: A TEL AVIV 131397 B) JERU 1274

CLASSIFIED 8Y DEPUTY CHYEF OF HISSION RICHARD A. ROTH
FOR REASON 1580 & v,

1. IC) SUMMARY, ENRON REPRESENTATIVES HET WITH THE
ENZASSY TO REVIEW THE STATUS OF THE GALA POWER PLAKT
PROJECT, AMD 10 NOTE THEIR INTEREST IN BIDDING ON THE
NEAT ISRAEL| INDEPEMDENT POMER PLANT AND THE PIPELINE
FOR WATURAL GAS. WE PROMISED FCS ASSISTANCE WITH
ENRON'S NEW EMDEAVORS AND REITEAATED THE KEED FOR ENROK
10 PUSH THE PALESTINIANS TO PROVIDE ISRAEL WITH AN
ENVIRONNENTAL IMPACT STUDY AHD SITE LOCATION AS REQUIRED
¥ THE 0SLO ACCORDS. EWROM ALSO DESCRIBED AN URGEMT
NEED FOR OFIC TO COMPLETE AMG APPROVE ITS FINANCING
PACKAGE, END SUMMARY.

GATA POMER PLANT

1. IC} ENRON HIDDLE EAST PRESIDENT RICHARD BERGSIEKER:

CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

e
o
e

HID=139932601520 #6525

ISAAEL | CONSULTANT UZI HALEWI. RMERICAM BUSINESS COUNCIL
PRESIDENT MAC WCCLELLAND: JR.. RO ENRON PROJECT MANAGER
ANDREW MAYK MET ON WOUEMBER 18 WITH OCN: ECON COUNSELOR.
SENIOR CONNERCIAL OFF ICER. AND EMBOFFS. THE DCN BEGAN
BY WOTING THAT IN WIS RECENT MEETING WITH [(D)(1)]

o IT WAS CLEAR THAT THE GOI NOW ACCEPTS THAT
THE PALESTINIANS WILL HAVE A POVER PLANT: AND WANTS 10
SEE THE PROJECT SUCCEED. THAT SAID: THE DCN RENINDED
ENRON THAT THE PA KAD YET 70 COMPLY WITH THE 0SLO
REQUIREMENTS: THE SUBHISSION OF AN ERVIRONMENTAL LNPACT
STUGY AND MOTIFICATION OF THE PLANT SITE.

3, G BERGSIEXER. KODDING M AGREEMEWT. SAID THAT HIS
TEAM WOULD EE WORKING WITH THE CONGEM IN JERUSALEW TO
FIND THE APPROPRIATE MANMER TO EMCOURAGE THE PA TO
SUBMIT THE REGUIRED ITEWS. HE NOTED THAT THE
ENVIRCNMENTAL STUDY WAS OONWE AMG PROVIDED TO THE PA &
WEEK EARLIER, HE HOPED THE PA WOULD SUBMIT THE ENTIRE
DOCUMEMT IQVER 580 PAGES) T0 THE GOI AND NOT JUST A
SUNNARY, BERGSIEKER EXPECTS MO ENVIROMMENTAL ISSUES T0
SRISE ONCE THE STUDY 1S SUBHITTED, AS THE PLANT WILL
MEET OR EXGEED WORLD BANK GUIDELINES FOR AIR EMISSIONS.
WATER: AND NDISE. A5 TO THE SITE LOCATION. BERGSIEKER
TROUGHE THAT ENRON MIGHT SUBHIT SPECIFICS ON THE SITE
LOCATION TO MATAK DIRECTLY.

4, L) AROTHER ISSUE BERGSICNER WAS AQP(NG WOULD SOON
BE RESOLVED WAS THE OPIC REVIEW, SERGSIEKER STRESSED
HOM IMPORTANT OPIC WAS TO ENRON. BECAUSE OF THE LEVEL OF
DUE DILIGENCE THEY BRING TO A PROJECT. HE NOTED THAT
THE INSURANCE PROCESS HAS BEEN RELATIVELY SMOOTH: BUT
THE FINAKCING HAS GONE SLOWER THAN HE EXPECTED. HARK
INTERJECTED THAT IT MIGHT BE BEST IF EXRON MET FACE-T0-
FACE WITH CPIC T0 DISCUSS AMY FINANCING SSUES THAT HEED
T0 BE RESALVED,

5. ICh IN PREPARATION FOR FUTURE LOGISTICAL ISSUES LIKE
MOVING TUREINES AND FUEL, BERGSIERER HET WITH [(b]“ )]

. BERGSIEMER EXPLAINED THAT ENROK'S AGREEMENI
STIPULATES THAT THE PA WILL SUPPLY EMRON MITH LOW SELFUR
DIESEL FUELr UNTIL WATURAL GAS 15 AVAILABLE. TRIS FUEL
WILL HAVE TO COME IN THROUGH THE ISRAEL| PORT OF
ASHKELON: AMD THEW MOVE BY TRUCK TO THE PONER PLANT.
[(b]ﬁ}‘l} E CLEAR BERGSIEKER RECCUNTED: THAT IF
ENRON D0 NOT COORDINATE CLOSELY NITK THE G601+ (b £1 }]
WAD THE ABILITY “TO MAKE LIFE HISERAELE." BERLSIERE
EMPHASIZED THAT HE WILL BE ASKING WIS PECPLE 10 KEEP THE
GOl INFORMED (N ADVANCE OF ALL ISSUES THAT WILL REQUIRE
ISRAELY COCRDINATION,

6. I [{b}w }JALS!) TOLD BERGSIEKER THAT TEE
ELECTRICAL CRID TN GAZA IS INCOMPATIBLE NITH THE ISRAELI

CONFIDENTIAL
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PAGE 87 oF @2 HID=195932881508 #56575 wWiun HiD=1993]2881588 B0 1Y wian
GRID: AND THAT ONCE THE ENROM PLANT 1S PRODUGING POMER AMERICAN COMPANY TO EXPLOIT THESE RESOURCES: EITHER iN
THE 500 WILL SMUT OFF POWER TO THE GAZA GEID.  INOTE: TAMDEM WITH BRITISH GAS 0 SEPARATELY MEF B1. HAKK AND
THE PALESTINIANS HAVE TOLD ENRON AND US THAT THERE 15 NO BERGSIEKER SAID THAT ENRON WAS NOT INTERESTED IN
COMPATIBILITY PROBLEM. END NOTE.) THIS COMCERNED . ORILLING FOR GAS: BUT WANTED TO SECURE THE FLOW OF THE
EERCSIERER, BECAUSE THE PLAN WAS FOR ENRON TO TURN 0N GAS TO AN OFFSHORE FACILITY TO ENSURE DISTRIBUTION TO
EACH TURBINE AS IT IS INITIALLY IMSTALLED. AND THE FIRST THE GAZA POVER PLANT AS WELL AS TO ISRAEL., ENRON WOULD
TURBIME -- 1@ MW IS DUE TO COME ON LINE NEXT SUMMER -- BE INTERESTED IN BUILDIMG COMNECTIMG |MFRASTRUCTURE
CARNOT MEET THE TOTAL GAIA DEMAND. BERGSIERER TOLD THE BETWEEN THE WELL AMD THE PLANT.
DCH THAT HE WOKDERED WHETHER COMPATIBILITY REMLLY WAS A
CONFIDEMNTI AL SECTION 87 OF 87 TEL AVIY BISEER ISRAEL| PIPELIMES, TOO
STATE FOR HEA AMD WEA/IAI. SHEC: KSC FOR REILLY/MALLEY 18, C) BERGSIEKER SALD ENRON 15 ALSD INTERESTED IN
BUILDING THE PROPOSED |SEAEL! ONSHORE FACILITY aMD
USDOC FOR 45207 | TA/MACANESA/1/HWILL | AHSON INTERMAL PIPELINE FOR TRANSPORTING WATURAL GAS.
45787 | TASHACS AHE SA/1/PTHAROS BERGSIEKER ASKED FOR OUR ASSISTAMCE IN LEARMING ABOUT
SIS TASFCSFOI0/ ANESA/ TRARKER OPPORTUMITIES TO PLAY & ROLE IN DEVELOPING THESE
SETEFNTA/MAC ANESA/ /TR ILLMAK PIPELINES: EITHER IN TAWDEM WITH OTHER COMPANIES OR
[NGEPENDENTLY. WE HAD HEARD THAT THREE OF THE CONPANIES
PASS OPIC FOR MELISSA OBESI. PAMELA BRACEY PRE-QUALIFIED TO BUILD THE ISRAELI PIPELINE WERE
OVSQUALIETED: BECAUSE THEY HAVE BOTH UPSIREAN AyB
E.0. 179%%: DECL: 11/74/M OCWNSTREAM INTERESTS. BERGSIEKER WONDERED IF THE
TAGS: ECON: EMRG: BEXP. EGe JO» ETHD: 1S DISQUALIF ICATIONS MICKT CREATE AN OPEWING FOR EHRON, TRE
SUBJECT: DCH MEETING WITH ENROM §CO PROMISED TO FOLLOM UP WITH ENRON REPRESENTATIVES,
FROBLEM, INDEPEKDENT POWER PRODUCTION [IPPY IM ISRAFL
T. (01 THE DCM NOTED THAT GALA DKD 1SBAEL COULD. IN 18, i) BERGSIEKER ASKED ABOUT THE ISRAELI IPP HARKET.
TIHE: DEVELOF &N INTERDEFEMUENT ENERGY BELATIONSHIP. WE SAID THAT ALTHOOGH JSRAELY LAW REGUIRES
ALTHOUGH THE P& MAY WOT BE ABLE TO ACCEPT THIS NON. BE PRIVATITATION: PROGRESS TOWARDS THIS COAL 15 STILL
EXPLAINED THAT TRE PA BELIEVES THAT IF THERE 15 EXCESS STARLLED, ALTROUGH THE SITUATION COULD INPROVE AT ANY
POMER TO SELLe THEY WILL SELL IT TO THE WEST BANK OEFORE TTHE: WE POINTED GUT THAT THE MINISTRY OF NATIONM
SELLIMG 1T TO ISRAEL. SENDING ELECTRICITY 10 THE WesT INFRASTRUCTURE HAS BEEN PROMISING THE SECOND 1PF TEMDER
BARK: WOVEVER. WILL NOT BE POSSIBLE FOR SOME TIHE TO EVERY HOMTH SINGE BPRIL. BUT HAS YET TO BESOLVE LEGAL
COME, THE DCH RECOMMENDED THAT EMROM LOOK CLOSELY AT THE VEAKCLING 0N EVEM THE FIRST TENDER. BERGSIEKER ASKED Fof
GRID ISSUES FOR THEMSELWES. BERGSIERER ACREED THAT THIS OUR ASSISTAMCE IM BECOMING PRE-QUALIFIED FOR THE SECOKD
WAS MECESSARY. IFF TENDER AT ALLON TAUOR: AMD TRE SCO PRONISED To
FOLLOW UF WITH ENRON REPRESENTATIVES,
8. (0} OVERALL. BERGSIEKER CATEGORIZED EMRON'S MEETINGS
WITH THE GO AS POSITIVE: AND WOTED THAT HE WAS HAPPY T WALKER
HEAR THAT THE GOI HOPES 7O SEE: BUT 1S NO LOMGER a1
REGUIRING: THE BUILDING OF & DESALINATICH PLANT, §5066
BERGSIEKER REVIEWED EMRON'S INITIAL FLANS TO BUILD A BART
DESALINATION PLAMT ON THE SAME SITE A5 TEE PONER PLAMT, NN
BUT MOTED THAT EMROM HAS STILL MOT DETERMIMED WHETHER |T
CAN MAKE DESAL IKATION OFFORDABLE FOR GALA,
NEVERTHELESS: THE POMER PLANT 15 BEING BUILT TO
ACCOMMODATE & DESAL [MATION FRCILITY,
GATA MIKERAL RIGHTS
9. ) THE DCM REWIEMED WITH THE ENRON TEAM THE BECENT
BECISION OF THE GOI TO ALLOW THE PA TO EXPLOIT OFFSHORE
GAIA RATURAL GAS DEPOSITS AND THE PA INTEREST IN &4
CONFIDENTIAL
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RE RUEATAS

E RUEHH| #1957/81 2391825

IMR Ol 128

R IT1E5T UG 98

PN AMEHBASSY HANMDI

TO RUERC/SECSTATE WASHDC 3443

INFO RUERBJ/ANEMBRSSY BEIJING 2337
RUEHML/AMENBASSY MANILA B4T1
RUEHBK/AMENBASSY BANCEOK 5231
RHEMUNA/USCINCPAC HOKOLULL H1SHIS/EPAZITE-FAL
RUCPOOC/US00C WASHOC
RUEATRS/DEPTTREAS WASKDC
AUEKJCS/SECOER WASHOC

AUEBRC/USON FAS WASHDC

BT

UNCLAS SECTION O OF 87 MANOI @@2957

SEMSITIVE

STATE PASS TO USTR/DAMOND/BELASSA: ORIC, AND EXIMDANK
STATE ALSO FOR EAP/BCLTW: EB/IFD/OLA. EBJTFDSODF

STATE ALSD FOR AIDJ/ANE

TREASURY ALSO FOR PATRICK STOART

SECOEF ALSOD FOR ISAJEASLSTERN

USPOC ALSQ FOR 4431/MAC/ IEF/OKSA/RPPHO

USDOG ALSO FOR ITASTO/OTEA/JJANICKE AND ITASTDSSIF/CHIIR
USDASFAS ALSO FOR FAA/AQ/SSAP/BEEGLEY AHD KD/WAGHER
USDA ALSO0 FOR FAS/FAATAD: FASSITR/ODAR FAS/ITP/ADD

E.0. 11958 M/A

TGS EKRGe EINV. EEXP
SUBJECT: ENRON'S PROPOSED BOT PONER PROJECT AT S0C
TRANG
REF; HANOI 1236

. 580  SUMMARY: EMRON 15 EWCOURAGED BY WHAT APPEARS
T0 BE A MEW ATTITUDE BY THE COVERNHENT TOWARD ITS
FROPOSED BUILD-OPERATE-TRANSEER (5OT) POWER PROJECT IN
THE MEKOMG DELTA. THE GOVERNMEMT KPFEARS TQ REALIZE 1
KEEDS TRE FONWER AMD ISSUED &N INSTRUCTION [N EARLY
AUGUST FOR HINISTRIES AND AGERCIES T RESOLVE PROBLERS
AND REACH FINAL AGREEMENT BY MID-DECEMAER. A HAJOR
PROBLEN HAS BEEN THE CONTRACT COULD CAUSE THE STATE-
OWNED POMER COMPANY 10 LOSE MOHEY, DEPENDING OM HOM THE

UNCLASSIFIED

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

- f—;) ,‘.Fiﬁ‘"r
VT

H1D=133073908315 BG4
GOVERNMENT REGULATES ELECTRICITY FRICES PAID BY
CONSUMERS. ENRCN BELIEVES WORLD BANK INVOLVEMEKT IN
ELECTRIC POMER PROJECTS HAS ENCOURAGED ARTICOWPETITIVE
BERAWIOR, END SUiMARY

L ENROM OFFICIAL ROBERT BALOWIN WISITED EMBASSY
ECONDHIC SECTION AUGUST 71 TO REPORT LATEST IN ThE
COMPANY' S EFFORTS T0 GET THE GVM TO MOVE AEAD WITH ITS
FROPOSAL TO BUILD A SBEHW COMEINED CYCLE GAS TURBINE

PONER PLANT I SOC TRANG FROVINGE IN THE MEKCNG DELTA.

FIEA LT

1. (GBUY BALOVIN WAS MUCR MORE UPBEAT THAN [N THE
BEETINCS IN JUKE. ISEE REF}. AS HE DISPLAYED A
GOVERNNEMT DIRECTIVE DATED ADGUST & INSTRUCTING THE
FIKISTRIES OF IMDUSTRY:, PLANMING: SCIEMCE: FIMANCE,
TRADE: THE STATE BANK: ELECTRCITY OF VIETHAM:
PETROVIETHAN: AMD THE SOC TRANG PEOPLE'S COMMITIEE To
HEGOTIATE AND REACH AGREEMENT WITW ENROM ON THE 80T
COKTRACT: LAND ALLOCATIOM: AMD OTHER AGREEMENTS BY MID-
DECEMEER, SUBJECT TO SEVERAL CONDITIONS ENRON CONSIDERS
THE CONDITICNS TO BE ACCEPTABLEN. THE MIMISTRY OF
INDUSTRY WS |NSTRUCTED TO COOPERATE WITH THE MINISTRY
OF PLANNING KD INVESTMERT TO SETTLE PROMCTIVELY THE
ISSUES INVOLWED, THE PLANT I5 10 BE COMPLETED 8Y
OCTORER 7808 (A SLIPPAGE FROM THE LATE 1399 DATE
PREVIOUSLY SGUGHTY, EMRON WILL FINANCE BEGINMING
CONSTRUCTION [TSELFr LATER SEEKING FINAMCING WHEW THE
PROJECT 15 UMDERMAY.

[(B)(4)]

[(b)(4)]

6. ) THE CALCULATIONS MOW ASSUME THE GAS WILL COME
FROM AM CFFSACAE FIELD SOUTHWEST OF VIETNAM: KOT THE

UNCLASSIFIED
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PAGE &2 OF B2 HID=1938133803 16 CELE AL e KID=199821900916 CELLYL 11/18582
OPECO/CANAD AN PETROLEUM BLOGK IN THE SOUTH CHINA $EA RUN. THE ROOT OF THE PROBLEM IS OFFICIAL FEARS OF THE
PREVIOUSLY CONSIDERED. PETROVIETHAN HAS NOT YET GIVEN A POLITICAL COST OF PASSING ON MIGHER FUEL AND/OR
FIRM COMMITHENT: B ara FINAKCING COSTS AS THE DONG DEWALUES, THE GWN 15 STILL
UT EMROK 15 CONFIDENT TRE Gas - AGOWILING OVER HOW 10 MININIZE THE EFFECTS OF THIS
EVENTUALLY WILL BE AVAILABLE: EVEN THOUGH A PIPELINE INEVITABLE REALITY. THE GUN HAS 10 CROOSE BETWEEN
COSTING $258-308 HILLION WILL HAVE TO BE BUILT. SUBSIDITING PONER CONSUMPTION BY CUTTING INTO FUN'S
REVENUE OR ALLOWING THE CONSUMER PRICE TO RISE. EUN I3
1. 15801 BALDWIN ADWITTED THERE WERE RISKS RELATED TO BARELY PROFITABLE NOW: LONER EUN REVENUE WOULD FURTHER
FURTHER DONG DEVALUATIONS AND THE FACT THE CURRENT 'FIUVE COMPLICATE EFFORTS TO IMCREASE THE ELECTRICITY SUPRLY.
UKCLRS SECTION B2 OF @7 MANOI 87957 . THE WORLD BIAKK'S CONCESSIONAL INTERMATIONAL DEVELOPMENT
RSSOCIATION [IDA) CREDITS THEREFORE ARE EXTREMELY
SERSITIVE ATTRACTIVE: BUT THE FACT IDA FINANCING HELPED THE PHU MY
2-1 PROJECT TO DELIVER ELECTRICITY AT A VERY LOW COST
STATE PASS TO USTR/DANONO/BELASSA: 0P IC. AND EX|MBAMK REPORTEDLY J CENTS/EWH) HAS CONTRIBUTED TO INTERNAL
STATE ALSO FOR EAP/BCLTV: EB/IFDSOIA: EB/IFD/OF CRITICISH OF OTHER PROJECTS WHICH MUST CARRY WIGHER
STATE ALSO FOR AD/ANE COSTS: EVEN IF THE BANK HAS MO PLANS TO FIMANCE AMOTHER
TREASURY ALS0 FOR PATRICK STUART PROJECT LIKE THAL. FINALLY: IT 1S NOT CLEAR WHETHER THE
SECDEF ALSD FOR ISAJEA/LSTERK HGREED GAS PRICE OF USD 2.8 PER MILLION BTU MAS BEEM
USDOC ALSO FOR 44317HAC/ IEP/ QKSATHFPRO NEGOTIATED WITH PETROVIETHAN'S FOREIGN PARTNERS.
USDOC ALSO FOR |TA/TO/OTEASJIANICKE AKD ITA/TO/SIF/CHUIR DISAGREEHENTS OVER GAS PRICES. ALONG WITH OTHER ISSUES,
USDA/FAS ALSO FOR FAAFAQ/SSAP/BEEGLEY AND KD/WAGNER HAVE CAUSED LONG AND CONTIKUIKG DELAYS IN DEVELOPMENT OF
USDA ALSO FOR FAS/FAR/AD: FRS/ITP7ODA: FAS/ITP/ADD OFFSHORE GAS DEPOSITS.
PETERSOM
E.0. 17958: H/a )
THES: EMRG: EINV, BEXP s
EBBS
SUBJECT:  ENRON'S PROPOSED BOT POWER PROJECT AT SOC LI
TRANG
REF:  HAMOD 2728
CENT" CAP ON THE RETAIL ELECTRICITY RATE SET BY THE
RATIONAL ASSEMELY 15 ACTUALLY DENCHINATED IN DOMG.
DEVALUATION WILL REQUIRE EITHER & HIGHER DONG PRICE PAID
BY CONSUMERS OF A LOWER DOLLAR PRICE PAID TO ENRON,
8. (SBUY CORHEWT: EMROM HAS BEEM CRITICAL OF THE WORLD
BANK'S ROLE IN ELECTRIC POWER DEVELOPMEMT IN VIETHAM,
BELIEVING THE BANK AND OTHER DONCRS MEWARD UNCOMPET|TIVE
EEHAVIOR. ENRON CONSIDERS WORLD BANK FINANCING OF SOME
FARTS OF A PROSECT TO BE VALUABLEs BUT NOT IF THE BANK
CROVDS OUT PRIVATE INVESTORS OR LEADS COUNTRIES TO THINK
THEY CAN MEET THEIR ENERGY MEEDS PRIMARILY THROUGH CHEAP
ODA FINAMCING. SOME WIETHAMESE OFFICIALS MAY PREFER oDA
FINANCING [N THE HOPE IT COULD OFFER OPPORTUNITIES FOR
ILLICIT ENRICHMENT: THROUGH INFLUENCING CONTRACT BIDS
RMD AWARDS: WHILE BOT PROJECTS OFFER LITTLE OPPORTURITY
FOR THAT,
. ISBU)  COMMENT COMTINUED: THE METHODS VIETHAM 15
USING ARE HOT CONDUCIVE TO QUICK DEVELOPMENT OF 11§
ELECTRIC POMER SECTOR. THE PROCESS MAKES FOR LONG
DELAYS: POMER SHORTAGES: AND HIGHER COSTS IN THE LOKG
UNCLASSIFIED

00500000000559



MM — —| =LA ML

 SERNNRRRRRRRRR RN NE B :
ROUTINE UNCLASSIFIED A "'{

; A
DEPT TREASURY COMCEN “@ﬁ'f"
PH 622-2222 RM 1121/MT
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CAVEAT 15} =

HAMDLE YI1IA :

ACTTOM = [TRS]IBOI (1) GI fda IADE 1)+ IDB {1} IOC (L} IMB (0}« IML (L)

[TF {11« ITI {1} OIMF d1)+ QC (1} SEN I=)

CRC = E2@%

AR RUEATRS

DE RUEHLP 24938 3002110

ZNR UUUUY ZZH

R 2721182 OCT 928

FM AMEMBASSY LA PAZ

TO RUEHC/SECSTATE WASHDC B@42
IMFO RUCPDOC/USDOC WASHDC

BT

UMCLAS LA PAZ @J4506

SENSITIVE
USDOC FOR 4331 -1TA/QSASTWELCH

E.Q, 1298S8: NSA
TAGS: EINV OPIC BL
SUBJECT: EMBASSY COMMENTS ONM CUIASA PROJECT

REF; STATE 197@13

SEMNSITIVE BUT UMCLASSIFIED - PLEASE HAMDLE ACCORDIMGLY

PIPELINE TO CUIABEA. TRAMSREDES T PROJECT' S INITIATOR-- IS A
CAPITALIZED COMPANY OWMED BY ROM ~f25&1+ ROYAL DUTCH SHELL 25&)
AND A COMBINATION OF FORMER REERS AMD THE BOLIVIAN PUBLIC
B5E4l.1 IT IS ALSO WELL-KNOWN™TO THE MISSION AMD EMNJOYS A SOLID
REPUTATION IN BOLIVIA AMD WORLDWIDE AS AWM EFFICIENT DEVELOPER AMND
MAMAGER OF HOLIVIA'S GAS TRANSPORTATIOM NETWORE,

1. MISSIOMN FULLY SUPPORTS DEUELGFMj:j OF BOLIVIA' S SECOND GAS
HE

2. pM OCTOBER 28 THE POL/ECON COUNSELOR SPOKE WITH PETER WEILDER:
PRESIDEMT OF TRANSREDES: REGARDING THE S5TaTUS OF HIS COMPANY'S
REQUEST PENDING BEFORE THE GOB FOR THE NECESSARY LEGAL APPROVALS
TO PROCEED WITH THE PROJECT. BOLIVIAM LAW REQUIRES THAT THE
EXECUTIVE SUBMIT A LAW TO COMGRESS FOR ITS ARPPROVAL FOR ANY
PIPELIME WHICH CROSSES THE ZOMNE 5@ KILOMETERS WITHIN THE NATIOMNAL
BORDER. THE GOB HAS YET TO SUBMIT THE LAW FOR THE CONGRESS
COMSIDERATION, WEILDER SAYS THAT HE HAS BEEM ASSURED BY BOTH THE
PRESIDEMNT AMD THE VICE PRESIODEMT THAT THE PROJECT HAS THEIR FULL
SUPPORT: BUT THESE FROMISES HAVE YET TO BE TRAMSLATED INTO
ACTIONM. HE SAYS THAT THE PRESIDENT EXPLAINED THAT HE MUST FIRST
GEMERATE POLITICAL SUPPORT WITHIM THE MULTI-PARTY COALITION WHICH
HE HEADS BEFORE HE CAN SUBMIT IT TO THE COMGRESS. WEILDER
EBELIEVES THAT THE GOB HAS YET TO DEVELOP THIS MECESSARY COMNSEMSUS
WITHINM THE COALITION AND CANMNOT PREDICT WHEM THIS MIGHT OCCUR.

L ArMMOMN
BT
B4906
EZ2@5
MMM

UNCLASSIFIED
00500000000560
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PRIORITY UNCLASSIFIED Tl 2
DEPT TREASURY COMCEN = M =
PH 622-2222 RM 1121/MT \
PAGE 81 OF &1 HiD=19951800329 §4559 g2/ae38t HID=1994 18680329 B74%59 plrEslm
CAVEAT (8] = OF UMDERSTANDIMG WITH THE |NFRASTRUCTURE MINISTRY COVERING
HANDLE ¥IA W0 PROJECT DEVELOPHENT AREAS:

ACTION = (TRSIBQI (L) +EPB L1 {11 ¢ 1GG L} ACH ALY, LOG 110 IHB-HE
INA L0+ ITH (Do OTHF [0D s 6 11] 2 SEN G-
CAC = SEOR

PP RUEATRS

D RUEHUM 81411701 2069678

IHR WUy TTH

P E1BG281 NOW 93

FH AHEMZASSY ULARNBAATAR

10 AUENC/SECSTATE WASHDC PRICRITY 1413
INFO RUEHEJ/AHERBASSY BEIJING B311
BUEHHO/ AMEMBASSY HOSCON 2035

RUEHUL/ AMEMBASSY SEQUL B128

RUEHRO/ AMEHSASSY TORYO BUT8
RUEHHE/RHCONSUL HOWG NOKG 8114
ERHMUMAUSCTNCRAG HONOLULU H1J/FPASY
AUERIASUSIA WASHDG 278

RUCPODCAUSOOE WASHDC 17
RHEBAAA/USDOE WASHOT

ar ‘
UNCLAS SECTION 01 OF 3% ULAANRRATAR OLAIL

SENSITIVE

STATE £OR EAP/CH. E/CBA AND EE/IER

PASS AID FOR ANE-C.DOWNEY AND G/ENV/EET

USOOE FOR IKTL AFFAIRS

SOOC FOR ITA-EA® AND 1TA-ENERGY

SE15146 FOR ECON-5.REES AND COMMERCIAL SERVICE-C.ADANS
E.0. 11953: W/A

TAGS: EHEG EIXV HG

SUBIECT: ENRON $ICNS AGREEMENT WITH GOM DK TRARSHLESION
LINE AND HYDROPOWER PROJECTS

REF: ULAANBAATAR 1831

SERSITIVE BUT UNCLASSIFIED - CONTAINS PROPRUIETARY
IHFORMATEON ’

I (S8U) SUMMARY: THIS MESSAGE GIVES DETAILS OF AN ENRON-
GOM AGREEMENT ON POWER TRANSHISSICH LVHE AHD HEDROELECTRIC
PROJECTS. 1.5, PONER COMPANIES ARE [N A DOMINANT ROLE N
DEVELOPHENT OF THE HONGOLIAN ENERGY SECTCR. EKD SUMRARY

1. (SHU-PROPRICTARY INFORMATIONI OM OCT. J0: ENRDN
|NTERHAT|OHAL CORP. CF HCUSTOM, TEXAS SIGHED R RENORANDUM

- HIGH VOLTAGE TRANSMISSION LINE TO RUK FROM THE IRKUTSK
REGION OF CENTRAL SIGERIA TO NORTHERN CHINA WEFTELI,
UNDER THE TERMS 0F THE MOU, ENRON WILL AGREE WITh THE GOM
OM THE BORDER CROSSIAG POINTS FOR THE PONER LINE: THEN
UKDERTAKE & FULL FEASIBALITY STUDY, [NCLUDING AN GPTICH
FOR MOKGOL1AN OFFTAKE OF ELECTRICLTY FROM THE MAIN POMER
LIKE. THE TRANSHISSION LINE ROUGHLY NOULD FOLLOW THE
TEANS-HONGOL | AN RAILWAY LINE: ENTERING WONGOL IAN TERRITCRY
AT CHIATKA AND CROSSTNG INTO CHINA NEAR ERLEAN GERENHOT).
THIS PROJECT WOULD BE VHOLLY OMNED BY ENRON: THE HCNGOLIAN
PORTIONS WOULD BE CONSTRUCTED AND OPERATED BY A LOTAL
SUBSIDIARY OF ENRON INTERNATIGHAL.

& BEVIEW OF OPTIONS AND ECONOMIC FEASIBILITY RELATING T2
HYDRIPONER CEVELOPMENT, FOCUSING OK THE STALLED EGIIN GOL
WYDROELECTAIC PLANT PROJECT. ACCORDING TO THE HOU
ENRON'S STUDY WOULD INCLUDE *PARTICIPATION IN THE
DEVELOPMENT, DESIGNe PROCUREMENT: FINANGING, CONSTRUCTION:
OYNERSHIP AND OPEGATION OF WYDROELECTRIC POMER GENERATION
FACILITIES,™ INGLUDING BUT MOT LIMITED TO EGLIN GO,
EMRON WILL EXAMINE OTHER POSSIBLE HYDROPOWER 51TES:
TRADEGSES WITH OTHER FORMS OF POMER GEMERATION (E.C.. COAL
POVERED PLANTS: COBL GASIFICATICN. IMPORTED ELECTRICITY.
GAS TURBIKE PLANTS: AND CRUBE OIL BURNING FLANTSH TO
FACILITATE A GOM DECISION OW WHETHER T0 PUT THE EGHIN GOl
PROJECT OUT FOR INTERNATIONAL TEWDER AND WHAT TRE OPTIMAL
PROJECT DESIGH MICAT BE. ENRON WAS ASSURED THE
|MERASTAUCTURE MINISTRY THAT THIS REVIEW WOULD BE DOME AT
RO COST T0 THE GON AND THATs WITHOUT PREJUDICE TO THE
FIMAL RESULT: IT WOULD CONPETE IN AN [NTERNATIONAL TENDER
{F THAT IS WHAT THE GOM DECIOES SHOULD BE DONE.  ICOMAEAT:
F THE GOM DECIDES TO PUT A HYDROPOMER PROJECT QUT FiR
|NTESMATIONAL TENDER, IT 15 LIKELY THAT THE BARENTS GRIU?
WILL BE ASKED BY THE STATE PROPERTY COMMITTEE 7O MaNaGe
THE PROCESS AS AW ADDENDUR TO CUR USAID PRIVATIZATION
PROJECT.)

3. (SBU-PROPRIETARY INFORMATION) ENRON HAS SET UP AN
OPERATING COMPANY. EMROM (NTERWATIONAL MCHGOLIA LTD. THAT
VILL BE LICENSED UNDER MONGOLIRN LAW. A5 AX
INFRASTRUCTURAL INVESTOR: ENRON WILL BE ENTITLED 10 A
COMPLETE TAK EMEMPTION FIR 18 YEARS AND A 504 TAX
REDUCTICH FOR THE NEXT FIVE YEARS. THE GO WILL BENEFLT
FROM VAT PAYMENTS ON ITS MONGOL|AN OPERATIONS: RIGHT OF
WAY FEES: AMD AOYALTIES ON THE ELECTRECITY PASS-THROUCH,
ALTHGUGH AN ADDITIONAL IKVESTMENT UP T0 3188 MILLION HAY
BE MEQUIRED. A CONVERTER STATICN GOULD PROVIDE OFFTAKE
FRON THE TRANSMISSION LINE FOR THE ULAANBAATAR CR DARKHAN-
ERDENET SECTORS: THE FEASIBILITY OF THIS APPROACH WILL EE
EXANMINED BY THE GON AND ENRON. ENROM'S NEXT STEP 15 70

usMel ACCICIEN

00500000000561
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PRIORITY

UNCLASSIFIED

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE B2 OF M HI0=193230609379 074559
RECOTIATE WITH THE RUSSIANS FOR EITHER THE EXPORT 0%
ELECTRICITY FROM EXISTING POVER PLANTS IN TRE IRKUTSK

REGICN (R THE ACQUISITION OF AN UNFINISHED BYOROPOMER -~~~

PLANT NORTH OF IRKUTSK, ON THE CHIMA END. ENRON IS
OEALING WITH THE NORTH CHINA POWER BUREAU FOR SUPPLY OF
THIS ELECTRICITY TO THE BEIJING ARER GRID.

d. (SEUN USIS 1S WORKING WITH ENRON HEADQUARTERS RND WITH
UNCLAS SECTICH 87 OF B7 ULRANGAATAR @a1411

SENSITIVE

STATE FOR EAP/CM: E/C3N AND EOSIEP

PASS AID FOR AME-C. DUWNEY AMD G/EMV/EET

WSDOE FOR INTL AFFAIRS

WS0OC FOR ITA-EAP AND ITA-ERERGY

BEIJING FOR ECOK-5.REES AND COMMERCIAL SERVICE-C. ADARS

E.0. 12558: W/

TAGS: ENAG E1NV. MG

SUBJECT: ENRON SIGHS AGRECHENT WITH GOM O TRANSHISSIOM
LINE AND HYDROPWER PROJECTS

REF: ULAANBAATAR 1831

THE GOM ON THE ISSUANCE OF A PRESS RELEASE. ALSO. A COPY
OF THE SIGNED MOU (SBU0 IS5 BEING SENT TO EAP/CH-D.EPSTELN.

S, ) IN A RELATED DEVELOPHENT, EXBASSY AMD USAID
SPONSORED AM ALL-DAY ENERGY ROMNDTABLE OM OCT. 11, MOSTED
3¢ TEE AMBASSADOR: THE SEHINAR [MLCUDED SENIOR GOM
ECONOMIC OFFICIALS, INCLUDING THE ACTIMG I RASTRUCTURE
HINISTER AND RIS STAFF. THE EMERGY AUTHORITY ®EY
FARLIAHENT HEMSERS AMD ADWISERS FROM THE PRESIDENT'S
OFFICE AND GOH WATIGMAL SECURITY COUNGIL. CONDUCTED BY
USAID CONSULTANTS WITR EXPERIENCE IN HUMCARY, THE MEETING
FOCUSED ON DEVELCPMENT GF AN ENERGY SECTOR STRATEGY:
OPTIONS FOR POMER DEVELOPMENT AN PRIVATIZATION: EWERGY
FRICING AMD ASSET VALUATION; SETTING UP AN INDEPEWDENT
RECULATORY AUTHORITY: AMD CONTENTS OF A MEW ENERGY LAM
NITH [PO PROVISIONS. THE ROUNDTABLE MEETING BR0KE WEM
GROUND MITH TGP OFFICIALS DEALING WITH ENERGY POLICY.
IRCLUDING THE EWRON AND AES PROJECTS, TOMARD DEVELOFING A
CCHSERSUS ON A PACKAGE (POVER STRUCTURE: REGULATORY REGIME
AND ENERGY LAWY TO BE PUT TO PARL IAHENT FOR APPROVAL.
HCPEFULLY NEXT SPRING VHEM WORK ON THE U.5. POWER PROJECTS
IS EXPECTED TO MATURE. DURING THIS MEETING, THERE WAS A
CONSENSUS THAT FOREIGH PRIVATE PARTICIPATION 15 ESSENTIAL
T0 FUTURE DOMESTIC POVER DEVELOPMENT AD THAT & HEW. LESS

H1D: 133810600329 a14s53
STATIST WODEL |5 NEEDED FOR THE MOMGOL | AN POMER |HOUSTRY,

B, (SEU) COMMENT: COMEINED WITH LAST AUGUST'S AGREEMENT
WITH AES ON POWER PLANT PRIVATIZATION AND ENRON'S
INTENTION TO PARTNER WITH THE GOM ON THE RUSSIA-CHINA GAS
PIPELINE: 1.5, CORPORATIONS ARE (N THE CONMANDING POSITION

REGARDING DEVELOPMENT OF THE MONGOLIAN POVER SYSTEM. BOTH

ENRON AND AES HAVE STROWG AND POSITIVE RECORDS ON EMERGY
DEVELOPHENT [N THIS REGION. POINTS NOT LOST ON THE
HOKGOL1ANS WHO HAVE HERETOFORE CEALT WITH POORLY CONMCEIVED
FROJECTS AND LESS CAPABLE COMPAMIES. 1N RECENT WEEKS
SINCE THE UNTIMELY DEATH OF IKFRASTRUCTURE MINISTER I1CRIC
EMBASSY HAS WORKED 70 KEEF THE GOM ON TRAEK TO CONCLUDE
THE ENRON PACKAGE. WE ARE PLEASED TO KAUVE BEEW ABLE TO
STIMLATE ENRON'S INTEREST IN COMING TO MOMGOLTA ANG TO
FACILITATE THIS AGREEMENT.

LA PORTA
)

it
SEQE
HHNH

IINCTASSIFIFD

00500000000562
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ROUTINE CONF I DENTIAL W
DEPT TREASURY COMCEN C
BH 622-2222 RM 1121/MT ‘
PAGE A1 HID=199431700117% 082308 (3711531 HiD=193331781319 i ] ] 1311592
bl [(b)(1)]
ACTION = [TRSIBOI () oEPD 1L Gi (11, ECN 1)+ 108 (10« 1C 1)+ LHB1)
ITO010« DIMF (1) QG CED o SEN [=b
[RC = RI94
B2 RUEATRS
DE RUEEKT #2861 1178353 EHRON

INY COCCC IIH

R 1389531 WOV 98

FM AMEMERSEY KATEMANDU

10 RUEHC/SECSTATE WASHDE 3149
INFO RUEHKA/AHEMBASST DEAKA 1544
RUEHIL/ANENBASSY |SLAMABAD 1677
RUEHLH/ANEHBASSY COLOMBD 6531
RUEHNE/AHERBASSY MEW DELEI 8559
RUEHLOVAHE KBASSY LOKDON D123

BT
CONFIDENTI AL KATHMANCY DE2351

LONDOK FOR PAUL SUTPHIN

E.0. 12358: DECL: 11/13/88
TAGS: PREL: PGOU: PREF. ECOMe EINV. NP
SUBJECT: MEPAL: FPRIME HIMISTER REITERATES REGUESTS
FOR KELF ON ELECTIONS AND FOR ENRON PROJECT. '
FRETS ABOUT DECLINE OF JAPANESE AID .
e

REF: (A} KATHMANDY 2556
(B KATHHANDU 2344

CLASSIFIED BY AMBASSADOR RALFH FRANK. REASOM: 1.5
B0,

I. (C) SUMMRRY: [N A ONE-ON-ONE HEETING WITH THE
AHBASSADOR NOVEMRER 1B WEPALI PRIME MUMISTER KOERALA
REITERATED M EARLIER REQUEST FOR U.5. ASSISTAMLE WITH
THE MEPAL| GEMERAL ELECTION PLANMED FOR APRIL OR HAY OF

(O KE FRETTED ABOUT A

RECUCTION |N JAPAMESE BILATERAL AID T0 NEPAL. THE PRIME
HINISTER'S CORKENTS RBOUT riky(4
END SUHHARY. [‘: }{ H

ELECTIONS AND (NDIA

1. (C) MEETING WITH THE AM3ASSADOR A HONTH RFTER THEIR

LAST ONE-ON-OME HEETING (REF A. NEPALESE PRIME MINISTER
KOIRALA AGAIN SOUSHT U.S. ASSISTANCE IN CETTING VOTER

IDENDITY CARDS COMPLETED BEFORE NATIOKAL ELECTIONS THAI

ARE EXPECTED TO TAKE PLACE IN APRIL OR MAY OF 13%3. [{b}“ )]

3. [C) THE PRIME HINISTER SAID HE -- AND MOT THE WATER
RESOURCES HINISTER -- WOULD RESPOKD DIRECTLY T0 AN
EXPRESSION OF INTEREST FROM ENRCH IN THE KARKAL|
HYDROPOER PROJECT.

[(h)“ }] WOTE: ENROM 15
CLEARING A DRAFT LETTER IN-AOUSE: WE HCPE TO SEE A FINAL
VERSION SHGRTLY. EWD NOTE.)

JAFANESE AID

4, (L) THE PRIKE MINISTER HAD JUST RETURMED FRON AN
OFFICIAL VISIT T0 JAPAN, UNDERTAKEM. HE SAID. TO “APPEAL"
JAPAK'S DECISION TO CUT IT5 LEVELS OF BILATERAL AID.

[(b)(1)]
(CONKENT:  JAPAN 1S THE LARGEST BILATERAL
AID DOKOR TO MEPAL. ITS DECISICN TO REDUCE AID. [(b){a‘ }]

HUST BE EXTREMELY WORRISGHE TO MEPAL, WHICE I3
COMFLETELY DEPENDENT OM DCHOR ASSISTANCE.)
FRANK
BT
1861
AT
LLEL]

CONFIDENTIAL

00500000000567



INMED [ATE _ UNCLASSIFIED Pt
DEPT TREASURY COMCEN . ' .
PH 622-2222 RM 1121/MT ,
PAGE 1 HI0=TE0013381337 i 11/16831 HID=18881 3581317 | BAEMT 12/ 16881
CAVERT 15) = 2. WHILE BOTH DOGA AND TRAKYA ARE VERY PLEASED THAT THE
HANDLE WIn TURKISH GOVERNMENT RESOLVED THE FUEL PRICE DIFFERENTIAL

ACTION = [TRSIEO 110+ GIUN {11, IBRD Q1,108 (1h, FDC 3+ 100 i1]—-*|ﬂ[|_|_

[SH (100 ITAS 105 ITH 010 DUNF (13 QC (112 SEN (-1, 348 (D XL (1)
CRC = OD2F

00 RUERTRS

BE RUEHAK §55%9 2351504

IR3 YUY 2K

0 2115147 AUG Bd

FM AMEMBASSY AMKARA

10 RUEHC/SECSTATE WASHOC IMMEDIATE T80
INFO RUCPOCAUSDOC WASHDC
REERARASUSDOE WASHDC
RUEHLO/AREMEASSY LONDOR 3118
RUUEHOA/ANCONSIL ADAKA 7845
RUEHIT/ANCONSUL |STANBUL 3612
B1

UHCLAS AMKARA 005599

STATE FOR EB/CSEDs EURFSE: EB/IEP

USDOC FCR LEE3/ I TAZJEALICK]

USDOC FOR GO/ TD/AS/HCOPPS

USDEC FOR 421771 T4/ HAC/ CEURASCPD/DOEFALSD
USDOC FOR &L1E/TOSE| /OF [M/MBEERAN

USDOE FOR GOLOWYH: FARIELLO AND ROSSI

E.0. 12953:DECL: WFA
TAGS:EPET: EMRG: EINWe TU
SUBJECT:  TURKISH GCOVERNHENT PAYS EDISON MISSION AND EMRON [EBT

1. ON AUGUST t6e EDISON MISSION'S DOGA EMERSI AND ENRCK'S
TRAKYA ELENTRIK RECEIVED PAYNENT ITOTAL ING APPROXIMATELY
USD 62 MILLLCN) FROM THE GOT FOR FUEL QIL THESE Twd
ELECTRICITY CENERATION PLANTS VERE FORCED TO BUY LAST
WINTER WHEN RUSS|AN GAS DELIVERIES WERE CUT. UMDER THE
TERMS OF THEIR COMTRACTS: THE TURKISH GOVERKMENT WAS

ISSUE, THEY ARE COMCERWED THAT MONTHLY PAYMENTS FRONM THE
STATE ELECTRIC GENERATICH UTILITY (TEAS) FOR THE POMER
THELR PLANTS GENERATE ARE INCREASINGLY LATE. [(b]("-‘-}]

THE
TURKISH GOVERMMERT 15 WELL AWARE OF THE PROBLEM: BUT HAS
EXPLAINED THAT TEAS |5 MOT BEING PAID BY OTHER STATE
ENTITIES (INCLUDING TRE STATE DISTRIBUTION COMPANY
TEDASI+ WHICE N TURK FORCES TEAS TO PAY THE COMPANIES
LATE.

1. THE GOT HAS TAKEN SOME FRELIMINARY WEASURES T0 IMPROVE
TEAS" REVENUES CUER THE MEDIUM AMD LONG TERM. THE MOST
IMPORTANT MEASURE WILL TRKE PLACE WITH THE KEW GOT
BUDGET: DECISIONS ON WHICH WILL BEGIN IN OCEOBER. SIATE
ENTERPRISES WILL 9F REQUIRED TO INCLUDE HORE REALISTIC
ANOUNTS OF MONEY IN THEIR SUDGETS TO PAY EXPECTED EMERGY
BILLS. IN JULYr THE GOVERNMENT ALSD ANMDUNCED THAT
CUSTOMERS CONSUMING HIRE THAN A BASIC RMOUNT O
ELECTRICITY PER MOMTH WOULD PAY A GIGHER RATE.
ELECTRICITY PRICES WILL ALS0 CONTINUE TO INCREASE 2.1
PERCENT A MONTH THROUGH THE END OF THE YEAR: IN LINE WITH
TURKEY'$ |HF DISINFLATION PROGRAN. Js[ bﬂ!gag}' ToLp
ECONOFF 0N AUGUST 18 THAT RE EXPECTS THESE HEASURES
T0 REDUCE THE DELAYS I TEAS PAYMENTS TQ TRE POWER
PRODUCERS BY THE END OF OCTOBER.

I, THE ELECTRIC PRODUCERS ARE ALSD CONCERNED THAT THE GOT
[(b)(4)]

WE WILL CONTINUE 10
HOMITOR THE STATUS OF THESE PAYMENTS.

SUPPOSED TO PAY THIS DEBT 1N MARCH. PARRIS
[(B)(4)] )
15599
(O%F
THE COMPANIES EXPECT TEE GOT [0 FACE GAS NHHN
SHORTAGES AGAIN THIS WINTER WHICH WILL GOMPEL THE PLANTS
T0 RUN ON FUEL QIL.
[(b)(ﬁ}] THE GOT HAS DRAFTED
ARENDMENTS T0 ALLOW THE EMERGY FUND TO MARE FASTER
PAYMENT TO CONPANIES SHOULD THIS SITUATION RECUR NEXT
WINTER. THE GOT |5 ALSO EXAMINING A PROPOSAL TO
ELININATE THE 388 PERCENT IMPORT TRX 0N FUEL OIL FOR
PONER PLANTS: & MEASURE WHICH WOULD AT LEAST REDUCE THE
BMOUNT OF MONEY THE COKPANIES WOULD BE REQUIRED T0 PAY UP
FRONT.
UNCLASSIFIED
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PRIORITY

CONF IDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE B1 OF 82 HID=708117900661 236247 83/191561
CAVEART (51 »

HANILE WA

ACTION = TTRSTRON (17 CALL L3« | OB €13 1DC ALY o M (112 1HF [Ha B5HALI

ETE L) 11 (00 o QIS [0+ 00 110 SEM 104 TSOK (-1 5

CRC = DATC

PP RUEATRS
0E PUSBAY 39726/81 1291013

INY CCECC 12H

FROIIEII KAY @1

P ANCORSUL MIKBAI

TO RUEHC/SECSTATE WASKDC FRICRITY 2113

INFO RUEHNE/ANENBASSY NEW DELHI 7584

RUERNEC/ACORSUL CALCUTTA 1515

RUERCG/ARCONSUL CHENNAI 4901

RUEATRS/TREASOEPT WASKIC

RUCPOOCAUSDOC WASRDC @113

BT

CONF I DENTHALSECTION 81 OF 62 NUMBAI 06725

STATE PASS EXIMEANK FOR RITA FURRELL/DCHMA SCHMEIDER
STATE PSS OPIC FOR LOREN RUDWIN AND RUTH AN RICASTRI
STATE PASS USTR FOR RICK RUZICXA

STATE PASS SEC FOR MARISA LAGD

[REASURY FOR GEETHA RAQ

USDOC FOR 1317010/ AKESASKERERNAN
IFS0OC FOR 453@7HAL/OSA0/ASTERK
USOOC FOR 4530/MACTOSAD/RHARDIKG

B0 17958 DECL: @5/@171MME

TAGS: ENRG: EFIM. ECON: IH

SUBJECT: MAY 1L MEETING WILL BE INCOMCLUSIVE FOR EMRON/OPC:
TERMENATION LIKELY TO FoLLOM

REF: A} MOMBAY TBE: B) MUMBAI GRY AND FREVIOUS

CLASSIFIED BY CONSUL CENERAL ORVID P. COOD FOR REASON 1.50.

1. (SBU) REPRESENTATIVES OF DABHOL POWER COMPANY DPCI HAVE AGREED
7O MEET FRIDAY: MAY 1L VN MUMBRI WITH REFRESENTATIVES OF TRE GOOBOLE
COMMITTEE: CHARGED BY THE GOUERMMENT OF MAHARASHTRA 0w 1O
REMEGOTIATE THE POMER PURCHASE AGREEMENT OPPA) BETWEEM DFG AMD THE
HASARASHTRA STATE ELECTRICITY BOARD WNSEE). (M A COKVERSATION
TUESD.AY DAY 8) WITH THE COWSUL GEMERAL. [gb}(E} WAS
PESSINISTIC THAT THE HEETIMG WOULD YIELD ANY POSITIVE RESUCTS.

[(0)(1), (b)(4)]

HID=108112900661 BI6387

[(b)(1) . (D)(4)]

@3/18151

[(B)(1) . (b){4)]

§. (SBU) POST HAS DEVELOPED THE FOLLOWING TIMELINE OF DATES THAT
WILL HAVE SOME BEARING ON MHAT APPEARS T0 BE AN ALMOST CERTAIN
PROLONGED RBITRATION PROCEEDING. |7 PROVIDES A USEFUL CONTEXT FOR
HOUES AND' COUNTERMOVES TAKING PLACE IN RECENT DAYS. WHEM READING
ITe THE JEPARTHENT SEOULD BE AMWMRE THAT IT |S INFORMAL AND SHOULD
NOT BE SEEN AS A LEGAL DOCUHENT.

APRIL 4 -- ENROM/DPL FILES MOTICES OF “ARBITRATION ARD COMCILIATION®
TOGII FOR HOT HOKOR NG COUNTER-GUARANTEES OM PAYMENT OF DECEMBER
TEOW BILL. NIMETY DAYS MUST ELAPSE BEFORE ACTUAL ARBITRATION CAM
BEGIK.

APRIL 7 -- ENRON/DPC 15SUES MOTICE OF "PCLITICAL FORCE MAJEURE® TO
GOM: FOR HAMING TAKEN ACTIONS “WHICH HAVE HAD OR ARE LIKELY TO RAVE
A MATERIAL AND ADVERSE EFFECT UPON THE PERFORMANCE OF DPC'S
CBLIGATIONS UNDER TRE PPA ®

APRIL 10 -~ ENRCM/DRC INWOKES THE "STATE SUPPORT AGREEMENT™ AND
“SUPPLEMENTAL STATE SUPPORT AGREEMENT® FOR GOM'S F.AILURE TO PROVIDE
“ALL MEANS OF SUPPORT TO THE PROJECT™ AS REQUIRED BY THE PRA.

APRIL 17 -- ENRON/DPC FILES NOTRCE OF ARBATRATION TO GOM BASED OM
CLAJSES IN THE PPA RELATED 7O PEMALTAES CHARGED 10 DPC. BESPOKDENI
HUST APPOUNT AN ARBITRATOR WITHIN ONE MONTH.

AFRIL 13-25 -- LENDERS AND DPC BOARD MEET IN LOMDON. LETTERS SEMT
TO GOI WITH DEMANDS REGARDING PATMENTS MD GUARANTEES.
AUTRORIZATHON GIVEN TO EMROM/DPC INDIA TO ISSUE TERMINATION MOTICE.
BUT WO INSTRUCTIONS TO DO 50.

HAY 11 -- GOOBOLE COMMITIEE SCHEDULED TO MEET WITH DPC AMD MSER.

MAY §8 -- LENDERS SCHEDULED TO MEET |M LOMDON. FARTIES WAD ACREED
T0 MEET 13 BAYS AFTER THEIR AFRIL 25 MEETING.

JUME § -- BLOCK OME OF PHASE TWO (T48 M) GOES ON LINE AT QPC.

JULY 3 -- ARGITRATION WUST BECIN W LONDON IM RESPONSE 10 NOTICE

CONFIDENTIAL

00500000000593



PRIORITY GONFIDENTIAL
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PacE & OF 02 KID=288112380561 B3T  mi1eIst
ISSUED ON APRIL 4.

* OCTOBER -- SECOND BLOCK OF PHASE TWO (T4 M) SEHEDULED OGO ON
LIKE AT DFC. St

CONFIDENT! ALSECTION 82 OF B2 MUHBAI BaTle

STATE PASS EXINBAMK FOR 21TA HURRELL/DOMKA SCHNEIDER
STATE PASS OPIC FOR LOREN RODMWIN AND RUTH MM MICASTRI
STATE FASS USTR FOR RICK RUTICKA

STATE PASS SEC FOR MARISA LAGD

TREASURY FOR GEETHA RAD

USDOG FOR 31307000/ AHESA/KERERNAN
USDOC FOR 4526/HAC/OSAO/ASTERN
USPOC FOR 45J8/MAC/OSAO/RHARDINE

E. 8 17958 DECL: ES/@0/1018

TAGS:  EMRG: EFIN: ECOM: IN

SUBJECT: MAY L1 MEETING WILL BE INCCMCLUSIVE FOR ENRON/DPC:
TERMINATION LIKELY TO FOLLOW

BEF: W) MUWBA! 788. 8) NUMEBAI 523 AND PREVIOUS

[(b)(1) , (D)(4)]

G000
or
e
harc
LLLL]

CONFIDENTIAL
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TROM DEPARTMENT OF ETATE &A (FRIV 2. 18 00 9:20.-8T. 9:30°MO. 376063733 F 2

CONFIDENTIAL

Printed By Alex Marschenko 02/18/2000 07:49:39 AM

LAGOS 527
From  AMEMBASSY LAGOS MRN: 527 Dale/Time: 1605532 FEB c0
Susject GON STARTING TO GETWITH THE _, _ ICNbr. TEDOB24 Precedence. IMMEDIATE

ECON PROGRAM

Cable Text:
TEDOAZ4
ACTION AF-00

, INFD  LOG-00 HF-00 AID-00 CIA-01 CIAE-00 COME-00 CTHE-00
INL-01 DCDE-00 SRPP-00 DS-00 EB-0C EXIM-01 E-00

FRE-00  H-01 TEDE-00 INR-00 ITC-01 L-04 AC-01
. HSAE-00 MSCE-900 OMBE-01 OPIC-01 PAR-00 BM-00 PRS- 00
ACE-c0  P-03 5P-00 IRM-00 STR-00 USTE-00 FHP-00
FMB-38 DECC-00 DRL-02  G-00 NFAT-00 SAS-00 = /JOLlOW
------------------ 31IBCBF 1605582 /38

€ 1605512 FEB 0@

FM AHEMBASSY LAGDS

TO SECSTATE WASHDC PRISRITY 0144
INFO DEPTTREAS WASHDC IMMEDIATE

ECOWAS COLLECTIVE
USDOE WASHDC

CDNF‘II:!HHTIALEEH;WHIQFE&MEDEES!T

E.0. 123%8: DECL: 02/15/10
TAGS: PGOV, ECON, EFIN, NI
SUBSECT: GOM STARTING TO GET WITH THE ECON PROGRAM

REF: A) 59 LAGOS 10046 B) LAGOS 0492
LAGOS 01 OF 05 517

CLASSTFIED BY ECON CHIEF MCCULLOUGH, REASONS PAFA 1.5 B
AKD D.

[(D)(1)]

CONFIDENTIAL
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FROM DEPARTMENT OF BTATE 4A (FRIT 2, 1800 9:30-5T. 9:30-N0. IT6063759¢ 7 3

CONFIDENTIAL
[(b)(1)]
I I
PRIVATIZATION: OBASKAIO IS GETZING o1
[(b)(1)]
CONFIDENTIAL
. 2
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M DIFARTMENT OF ETATE <A IFRIT 2. 187 00

9:3108T. P:30-MD ITEU63TITE F o4

CONFIDENTIAL

B] FIMALLY GOT THE BALL RILLING: AFTER DOING ALMOST
BOTHING FOR FIVE MONTHS O THE FIRST RCIRID CF
PRIVATIZATIONS PROMISED FOR THE EKD OF 1993, THE
CEASARIO ADMINISTRATION IN DECIMEZR uwcur.nrlp(ﬂblg ‘}lu
PUSH TO REAPPOINT PR I2AT
ADVISERS AMD DRAW UP BID DOCUMZNTE. MOT COINCIDEITALLY,
THIS QCCURAED JUST RFTER VICE PRESIDENT ATIKU BROUSHT IV
KRSIR EL-RUFAI TO BE DIRECTOR GENERAL OF THE BUREAS OF
PUBLIC ENTERSRISES (BPE), THE IMPLEMENTATION BODY FoR
THE NATICHAL COMNCIL OF PRIVATIZATION HEADED BY THE VICE

PRESIDENT . [(b}lul }]

[(b)(1)]

LAGDS 92 OF 05 3527

[(e)(1)]

- wazco: (b)(1)]

COUA WENT TC COURT TO STOP THE SALE (THE CASE WAS
SUBSEQUENTLY SETTLED, [(b}[1 }]

== PSP INTERNATICNAL BANK: AMNOTHER WELL-REGARDED ENTITY,
THIS BANK IS RUN BY MUHAMMAD HAYATU-DEEM, A PROMINENT

e

CON Flt;E NTIAL
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CONFIDENTIAL

[(b)(1)]

== MOLCHEM (DOWMSTREAM PETROLEUM) : EFFORTS TO PERSUADE
SHELL TO RAISE ITS EXISTING EQUITY TO BECOME THE CORE
INVESTOR/ODERATOR FOUNDERED. AFTER SHELL REFUSED T0
PROMISE HOT TO RESELL ITS SHRRES FCOR AT LEAST TWO YEARS.
THERE WAS N0 OTHER BIDDER FCR NOLCHEM AFTER SHELL
DROPPED OVT, 50O BIDDING MAS BEEH READVERTIZED. [{b}(ﬂ]

1. (€] THE WIGERIANS ARE LEARNIMG THAT IT IS OHE THING
FOR EXISTING EQUITY HOLDERS TO EXPAND THEIR INVESTMENTS
IH ALREADY VIABLE ENTERPRISES. HOWEVER, IT IS
APPARENTLY STILL A BRIDGE TOD FAR FCA FOREIGH INVESTORS
WITHOOT PRICR NISERCAN EXPOSURE TO TAKE THE PLONWGE. THE
GOM SUSPEMDED SOME TELECOM AND OFFSHORE OIL LICENSES IN
PART TO GLT RID OF HON-PERFORMING QR OTHERWISE MARGIHAL
MIGEAIAN COMPANLIES, BUT THEIR AIM OF ATTRPACTING THE
THMTEAMATIONAL BIG BOYS MAS FOUWDERED, AT LERST IN
TELECOMS. IN THME CURMENT GSM CELL PHORE LICENSING
ROUND, THE SEVEN FIRMS SHORT-LISTED FOR THE FOUR
LZCENSES INCLUDE COMLY CNME FOREIGN BIDDER, MTH, A
SECOMDARY SOUTH AFRICAM PROVIDER; THE OTHERS ARE
ESEESTIALLY LOCAL.

4. 181 BPE APPEARNS TO UNDERSTAMD AND PLACE A PREMIUM o
THE NEED FOR A STRONG REGULATORY AND LEGAL FRAMEWORK
BEFORE STARTING THE PRIVATIZATION OF REGULATED

BUSINESSES.
[(B)(1)] BPL IS ARGUING THAT
THE 358 LICEMSING PROCESS SHOULD BE SUSPENDED AND

CEFERREC. [(BPE TWVOMES SIMILAR LOGIC TC ARGUE AGAINST
THE EMPCY POWER BARGES/IPP CONTRACT. THOUGH OTHER
FACTORS M THIS COMPLICATED ISSUE ARE ALSO INVOLVED

== REF B.}

[(b)(1)]

GDNFH.:‘;EHTIAL
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JEPARTMENT OF STATE dA {FRID 2. 187090

CONFIDENTIAL

[(B)(T)]

LAGOE 03 OF 085 527

[(D)(1)]

CORRUPTION: STILL ROTTEN AROUND THE CORE

R EEEAssEEEEsEE SR E R e, S e e e .- ==

[(b)(1)]

CDHFII:;EHTIAL

#:301.08T. 9130 N2 3760637596 = &
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FROM DEPARTMEKT OF STATE 4A (FRI! 2, 18°00 9:31,8T. 9:30°N0. 3760637596 = =

CONFIDENTIAL

[(B)(1)]

11, (€} THE PRCBE OF THE TROUSLED AND HOW SHUT-DOWN
'_”_@% HAS BEEN EXCEFTIONALLY LIVELY,
i COMPELLY AND SUPERVISORY MINISTERS TO

MAKE SOME STARTLING STATEMENTS. THE RECENTLY SACKED
MANAGTNG DIRECTOR ADMITTED THAT ME HAD FALSIFIED
IRVOICES TO BEHEFIT A FIRM TIED TO HIS WIFE. HE

ALZ0 ALLEGED THAT THE ASTERKAR REGIME DIRESTEC MAFCON TO
DIVERT THE WATRA EQUIVALENT OF 05D 100,000 TO THE
OBASANJO FRESIDENTIAL CAMPAIGN. (ON FEBRUARY 14.
CBEASANJO PUBLICLY DENIED RECEIVING MAFCON FUWCS.) A
FORMER MISLSTER DECLARED THAT WAFCON'S ONLY HOPE FOR
RESUSCITATLON 15 TO BRING BACK EXPATRIATE -

MEREEET [(b)(1))

SUBSIDIES: PRACTICE GETS THE BETTER OF PRINCIPLE

e Y T L L L T R e

LAGOS O4 OF 05 517

11, (SBUY TAKING THEIR LEAD FROM OBASANTO, IN 19533 THE

CﬂHFlE&EHTIAL
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CONFIDENTIAL

G0H VIGOROUSLY DEFENDED THE MOPALITY AND ECONOMIC
UTILITY OF SUBSIDIES THAT QUOTE HELP PECPLE WNJUOTE,
THEREFCRE. OBASAMJIOS MMCUUCEMENT IN HIS DECEMBER
BUDGET SFEECH THAT HE WAS DEREGULATING DOWHSTREAM
PETROLEUM PRICES WITH QUOTE IMMEDIATE EFFECT MIQUOTE
WAS, IN THE EYES OF MANY OBSERVERS. AIS BIGGEST ECON
SURFRISE SINCE TAKING OFFICE. LABCR-AND HATIONAL
ASSEMBLY MEMBERS RAILED AGAINST ANY FRICE INCREASE,
BUT SOME SORT OF PRICE HIKE SEEMS INEVITAELE, PERHAPS AS
PART OF A CEAL WITHE LABOR ON RALSING THE MINIMUM WAGE.
SURFRIZE AT OBASANJO'S MOVING TO BODST FRICES STEMMED
IN PART FROM THE ABSENCE OF IMF FRESSURE TO END THE
SUBSIDY. OCHE MOTIVATION MAY HAVE BEEN TO ENHANCE THE
PRIVATIZATION PROSPECTS OF THE DOWHSTREAM FIRMS WHITH
WE KOW HAVE REASON TO BELIEVE OBASAMIO WAS THEN
COMMITTING TO PURSUE.

13. (C) PERHAPS EVEN MORE STARTLING WAS THE FEBRUARY

12 FPMESS REPORT THAT GON SPOKESMAM SARUMI HAD CONFIRMED
WHAT OFFICIALS HAD BEEM PRIVATELY PROMISING FOR MONTHS:
THE FY¥2000 RUDGET WOULD CONTAIN NO MONEY FOR FERTILIZER
SUBSIDIES. ONE OF THE ARGUMENTS USED TO SCUTTLE THE
ENRCH CONTRACT (AT LEAST ITS CRICIMAL VERSION) WAS THAT
IT WOULD COST THE GON TOO MUCH IN PRICE SUBSIDIES.
COMBINED WITH THE LONG-OVERDUE ABOLITION IN JANUAFRY

OF THREL INEFFECTIVE, STATLIST AGRICULTURAL PRAASTATALS,
OBASAMJO MAY BE TAKING A MCRE MARKET-ORIENTEC APPROACH
TO WHAT HE HAS CORFRECTLY IDENTIFIED AS NIGERIA'S MOST
IMPORTANT S0CIO-ECCHCHMIC SECTCOR.

OLD HABITS IH THE NEW HICGERIA

[(R)(1)]

CONFIDENTIAL
7
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CONFIDENTIAL

B) FOREIGH DEBT/LOOTED FUIDS FIMATION: CESPITE THE
. WINDFALL FROM SURGING OIL PRICES, CBASAMJIO REMAINS
FIXATED ON FOREIGH DEBT RELIEF, LARGELY AS A
POLITICAL OFICETT, FAI5.RG IT WITH VIATUALLY EVERY
BHAT S AUTDIENCE. HE SHARES THE WIDZISPREAD
HIGERIAN VIEW THAT MOST IF NOT ALL O THE DEST IS
ILLEGITIMATE BECAUSE 11 Wh: JNGURFED BY WMI JTARY
. WENT TO NON-VIABLE ENTERFRISES FROM VENDORS WHO
pm:m'ﬁhm
‘TOUNTRT THAT HAS ALREADY DUTIFULLY PAID BACK THE
PRIKCIPAL MANY TIMES OVER. [(b}{-l )]

[(b)(1)]

LAGOS 05 OF 05 527

[(0)(1)]

CUHFIDBEHTIAL
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(FRI} 2. 18" 00

CONFIDENTIAL

[(B)(1)]

HOW THE GON WOULD DJ5E WINDFALL REVENUE IS5 A GOOOD BUT
VERY OPEW QUESTION. OVEFRALL GON SPENDING, ESPECIALLY o
SOCIAL MATTERS, REMAING COMNSTRAIMED, AND THE ECONCOMY HAS
YET TO SEE THE EXTRA OIL MONEY. THE GOH HAS MADE SOME
BIG PROMIZES, SUCH AS 20,003 NEW oF

ANFRASTRUCTURE RECOMSTRUCTION. HOMEVER, ANOTHER

IMPORTANT WILD CARD I5 THE FINAL CCWTOURS OF THE WEW
BUDGET NOW BEING WRANGLED OVER BY THE NATIONAL ASSEMBLY
ARD THE EXECUTIVE BRANCH. IN OLD AD NEW DEMOCRACTES
ALI®E, RUDSET BALLE ARE SCMETIMES DROPRED.

TWADDELL

9:21/5T.

F:I0-MO. IFGOGITIFE F 10

End Cable Text

Printed By: Alex Manschenke O2/18/2000 07:48:35 AM

CONFIDENTIAL
9
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IMMED | ATE  CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE 81 OF 8 H1D=188086392361 gins B HID=1200963 f18171
CAVEAT 15) =

HANDLE V1A [(b)(1), (b)(4)]

ACTION = [TRSIBON 1) G0 {114 1BRD {11, 108 (1Vo 1DC CLFs 10D G1) ¢ INB 0D

THF (112 (S {13« £TF (1)« 170 (10 OINE §1) ¢QC (10 SEN (=12 00 110 3R T+

i

CRC = 2EGT

00 RUEATRS

GE RUEHC R3TG7/01 B6LT13

IKY CLOCC IIH

0 B3ITEEL MAR 09

7H SECSTATE WASEDC

T0 RUEROS/AMENBASSY LAGOS IMMEDIRTE &711
INFO RUEHDIASUSLO ABUJA IMMEDIATE 1571
RUEATRS/TRERSURY DEPT WASHDC @937
RUCPDOC/USDOT MASHOC 1668

FHEBAAS/USDOE WASHDC 1178

Bl

CONFIDENTI AL SECTION 81 OF B2 STATE B33767

E.0. 17858: DECL: B2/28/88

TAGS: BEXP: ENRG, EINVe EFINe ECOMe PGOY: NI

SUBJECT: EWRON - DEMARCHE REQUEST FOR TRIPARTITE MEETING
OF ENRON: MORLD EAMK: AHD GON

REF: LAGDS 492 AHD PREVIOUS
5, (SBUN ENRON VIEWED THE WORLD BAMK'S SECOND CATECORY OF

OBJECTIONS: LEGAL AMD FISCAL CONCERNS BASED ON AN ERRLIER
CLASSIFIED BY DEPUTY ASSESTANT SECRETARY WITKEY VERSION OF THE AGREEMENT. AS OBVIATED BY THE FIMAL DEAL.
SCHME |DHAN, FOR REASONS 1.5 &) AND 0. [{b)(4}]

1. 01 THIS IS AM ACTION CABLE: SEE PARA 8

7. (SBU) N A MEETING OM FRIDAY, FEBRUARY 15. ENRON

OFFICIALS CHRES LONG: JORN ERRDY. AWD KEITH SPARKS CAME 10 T [{b}“ }]
GEPT T0 EXPLAIN THEIR VIEW OF EVENTS SURROURDING THE

STALLED ENRCY COMTRACT TO PROVIDE ADDITONAL ELECTRICAL

POWER TO LAGOS STATE. THEY ALSD LEFT A POINT-BY-POINT

REBUTTAL OF WORLD BANK QRJECTIONS 10 THE CONTRACT EAXED

10 ECONOFF MCCULLOUGED .

3. (C) THE ENROM OFFICIALS GRIEFLY DESCRIBED THEIR
EFFORTS QVER THE PAST TWO AMD ONE-HALF HONTHS TO CORVINCE
THE GO T0 HONCR 175 CONTRACTUAL OBLIGATIONS AKD MOVE

FORWARD WITH THE PROJECT. [I[b)“] : (b][4}]

7. 10 DEPARTMEKT SHARES ENRON'S AND THE EMBASSY'S CONCERM

CONFIDENTIAL
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IMMED IATE CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

FRGE B2 OF &2 HiD=788806 307361 B35 g3l HID-10808618236] L L] Bar1Emy
THAT THIS SITUATION COULD UNRAVEL 10 THE POINT VHERE 11 bY(1
WOULD SEND & DAKAGING: NEGATIVE SIGNAL T0 THE [(b)(1)]

INTERKATIONAL BUSIMESS COMMUMATY ABOUT THE POSSIBILITY EE
DOING BUSINESS IN NIGERIA. IF TRE COVERNMENT DISAVONS THE ™ _
CONFIDEMT I AL SECTION 87 OF @2 STATE B397&7

E.0, 12958: DECL: @1/18/88

TAGS: BEXP: EWRGe EINV: EFiM: ECON: PGOV: KI

SUBJECT: ENRON - DEMARCHE REQUEST FOR TRIPARTITE MEETING
OF ENRON: WORLD BANG. AND CON

CONTRACT AND EMRON WALKS AWAY: 1T ALSO WOULD BE X REAL

BLOW TO QUR EFFORTS TO ENCOURRGE AMERICAM |MVESTORS.

ENRON BELIEVES THE BEST WAY FORWARD NOW IS FOR THE oW TO

CONVENE A MEETING OF THE THREE PARTIES |NUOLVED 3. (5801 VE MAVE MAUE A REQUEST FOR FORMATION ON B NORLD
BANK DELECATION VISIT AND WILL E-MRIL POST WITH DETAILS AS

[(B)(1), (b)(4)] SO0K AS TEEY ARE KNOWN,

18, G} DEPT WOULD APPRECIATE A FROGRESS REPORT FROM THE
EMRASSY.

TALROTT

]

LY

ER2

[(b)(1)] -

CONFIDENTIAL
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PRIORITY \@ CONFIDENTIAL Q@j&
DEPT TREASURY COMCEN 'g
PH 622-2222 RM 1121/MT
PAGE 81 OF @2 HiO=7008msa 818 Fra1el 110411 HiD=2RI8E4501518 F28181 1417472
CAVEAT 5] = E DIRECTOR CEMERAL OF THE BUREAU OF PUBLIC
HANDLE VIA PRISES [BPE)I. TH L B E }O

ACTION = [TRSIBOI (1) +G1 (1) + 1041} 4 1OC 11+ 1MG 11D+ 1SH 1)+ 1TH A1)

OUMF (LFoQC (1)« SEM (-0 UG C1D - AR (LD L0 11D
CRC = 3C35

- A

NATICMAL COUNCIL ON PRIVATIZATIO LED EL%_
HOTKG THAT THE WEDIA AND OTHERS HAVE PAINTED EL-RUFA|
AND ATIRU POLITICAL ALLIES AS WELL AS ETHMIC KINSHEN)
AS LEADING THE CHARGE AGAINST THE CONTRACT: WE ASKED EL-

PP RUEATRS RUFAD TO ARTICULATE KIS VIEWS. EL-RUFAI ACCEPTED THE
DE RUEHOS #2431/81 £451559 CHARACTERIZATION, THOUCH BE CLAIMED THE CONTRACT WAS IN
INY CCCCC IR BIG TROUBLE FOR VARICUS REASONS BEFIRE HE ENTERED THE

P 1415591 FEB 08

FM AMEMBASSY LAGOS

T0 RUEHC/SECSTATE WASEDC PRICRITY B11?
INFO RUERIMASUSLO ABINA 1711
RHEBARRUSDOE WASHODC

RUCPDOCUSDOC WASHOC
RUEATRS/DEPTTREAS WASHDC

BT
CONFIDENT I AL LAGDS BB9437

E.0. 12958: DECL: 3/12/83
TAGS: ENRG: ETTC. LNV, PGOV NI

SUBJECT: NIGERIAN WP UPBEAT ON ENRON CONTRACT BUT

CBSTACLES REMAIN

REF: LRGOS B453 AND PREVIOUS ®MOTAL)

FRAY. HIS COWCERNS, HE SAID: ARE:

[(b)(1) . (B)(4)]

CLASSIFAED BY ECON CHIEF MCCULLOUGH. RERSON PARA 1.5 B.

1. ) SUMMARY. WP ATIKD ABUBAKAR ASSURED US THAT
FRICING AKD OTHER [SSUES HOLDING UP THE ENRON CONTRACT
KRE BEIRG RENEGOTIATED AND WILL BE RESOLVED WITHIN

OHE HOMTH, OFPOSITION T THE COKTRACT FROM SEVERAL
FRONTS: HPYEVER: REMAINS STROMG. THE HEAD OF THE BUREAD
OF PUBLIC ENTERPRISES OBJECTS [{h}{‘”]

1. SBU) ON FEBRUARY 11 ANBASSADOR TWADDELL AND THE
REVEREKD JESSE JACKSOM. VISITING NIGERIA A5 THE HEAD OF
AN OPERATIOM/RAINBON PUSH TRADE DELEGATION. PRESSED IN A
MEETING WITH VICE PRESIDENT ATIKI ABUBAKAR FOR THE
RESOLUTION OF THE STALEMATED ENRON CONTRACT REFTEL).
OBASANIO ASSURED THE AMBASSADOR AMD REVEREWD JACKSON
THAT THE EMROM CONTRACT IS KOT STILLBORN AND WILL BE
SUCEESSFULLY REMECOTIATED |W TWO TO FOUR WEEKS. HE
STATED THAT TALKS UNDERWAY BETWEEM MEPA AMD ENROK ARE
FROGRESSING ON THE ISSUES OF PRICING AND CONTRACT
DURATICN, POWER MINISTER IGE« IM A SUBSEQUENT
ENCOUNTER, REMARVED TO THE AMBASSADOR THAT GEMERAL
OPPOSITION T THE CONTRACT 15 EBBIME.

3. [} ALSOD ON FEBRUARY 11. ECON CHIEF MET WITH MASIR
"

CONFIDENTIAL
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PRIORITY CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE #2 OF B2 HID=10d804581518 kRS 1417471 HID-1088B45a1813 a1l A

[(0)(1)] [(B)(1)]

4, GEUN EL-RUFAI STATED THAT WP ATIKU HAD EVADED
HEETIKG WITH ENRON UNTIL THE BPE HAD COMPLETED ITS
REVIEW OF THE CONTRACT, BUT THAT THEY MOULD BE PREPARED
T0 DISCUSS THE ISSUES DURING THEIR UPCOMING YISIT T0
WASHINETON,

[(B)(1)]

TWADDELL
)

L)
1085
HHNN

CONFIDENTIAL
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PRIORITY . - UNCLASSIFIED
O\ - DEPT TREASURY COMCEN Q/,l\

PH 622-2222 RM 1121/MT

A

PAGE @1 MID=2800@298@621 Bl1E437 Gas275DZ
CAVEAT B =

HANDOLE WIA ) k

ACTION = I[TRS]SO0I (1), IBAD 41}y I08 (1) INM ) OIMF {1} QC (1)} SEN =)

UG {1 XAA (1) XLTI (1)
CRC = EBEA *

PP RUEATRS

DE RUEHOS =3418 @330748

ZNR UUUUY ZZH

P dB@748Z FEB 2@

FM AMEMBASSY LAGOS

TO RUEHC/SECSTATE WASHOC PRIORITY Q@51
INFDO RHEBAAASUSDOE WASHOC
RUEHUJASUSLO ABUJA 1883

BT d

UNMCLAS LAGOS B@041l6

SENSITIVE BUT UNCLASSIFIED -- HANDLE ACCORDINGLY

E.D. 128%58: N/A
TAGS: ETTC. ECON: PGOWV: MNI
SUBJECT: ENRON COMTRACT TO BE REVIEWED

REF: LAGOS @132

I, U} ACCORDING TO LOCAL MEDIA REFORTS: 0OM FEBRUARY 4
BUREAU OF PUBLIC ENTERPRISE DIRECTOR GENERAL MNASIR EL-
RUFFAI SAID THAT THE GOM WILL QUOTE REVIEW UNQUOTE
EMRON' S CONTRACT TO GENERATE POWER FROM BARGES IN LAGOS
STATE. THE REVIEW WILL REPORTEDLY BE CONDUCTED BY THE
GON COMMITTEE RECENTLY SET WP TO GUIDE THAT SECTOR
TOWARD PRIVATIZATION.

2. SBEU) COMMENT: IN GOM PARLANCE: REVIEWING IS5 A
MORMALLY LENGTHY AND MURKY PROCESS THAT IMPLIES AN
ALLEGATION OF SOME SORT OF MALPRACTICE. BPE'S RUFFAI IS
A KNOWM OPPOMEMT OF THE EMROM CONTRACT (REFTEL). IF - THE
GON IS IM FACT REVIEWING THE ENRON CONMTRACT. PROSFECTS
FOR BREAKING THE COMTRACT FREE ANYTIME S00N WOULD SEEM
TO B5E RECEDING.

3. SBY) COMMENT CONTINUED: THE GON'S FOOT DRAGGING ON A
SIGNED CONMTRACT SENDS NEGATIVE SIGNALS TO FOREIGMN
INVESTORS (REFTEL). MOREOVER: IF A COMPANY LIKE ENRON:
REPUTED FOR MAVIGATIMNG TURBULENT THIRD WORLD WATERS:
CANMNOT MAKE WORK WHAT IS5 IMN THE MINDS OF SOME: A QUOTE
WO BRAINER UNGQUOTE FOR MIGERIA: THEM WHO CANT OM THE
OTHER HAMD: NIGERIAMN AND EXPATRIATE BUSINESSMEM ARE
INCREASIMGLY WOCAL IM THEIR PRIVATE CRITICISM OF ENRON' 5
APPROACH TO NMEGOTIATIMNG AND THEN LAUNCHING ITS CONTRACT.
PART OF THE DISCORD STEMS FROM WILDLY WVARYING ESTIMATES
OF WHAT THE CONTRACT WILL COST THE GOMN IN

IMCREASED SUBSIDIES: BUT AMNOTHER ISSUE SEEMS TO BE
EMROM' S ALLEGEDLY LEGALISTIC APPROACH TO BUSINESS IMN A
HIGHLY POLITICAL AND STILL PERSOMALITY-BASED
ENVIRONMENT. AS ONE PERHAPS JEALOUS INVESTMENT BANKER
REMARKED TO US: EMRON SHOULD HAVE SURROUNMDED ITSELF WITH
FEWER LAWYERS AND MORE INTERMEDIARIES WELL AND FAVORABLY
KMNOWNM TO THE RELEVANT MINISTRIES AND PARASTATALS.

TWADDELL
BT

FO4LE
PBEA
MMMM

UNCLASSIFIED

00500000000631



PRIORITY iixk CONFIDENTIAL

DEPT TREASURY COM

PH 622-2222 RM 1121/
PAGE B OF B2 HiD=288E84180758 BlalT 18711261
ot s (®)()
ACTION = ([TRS1B01 1114 GIIIJ BRO 1100 1DB (RN o [DG (1) ¢ 1MB (104 IHF 1)
AMN ALY« FTF 0104 OUMF CLF QG C1D o SEN (=100 1) -
(RE = 1354
FP RUEATRS

DE RUEHOS 8433 B4111T8

INY CCCCC IZH

P 18112607 FER B8

FH AMEMBASSY LAGOS

T0 RUEHC/SECSTATE WASHDC PRIORITY B@33
IKFQ RUERILA/USLO ABUJA 1693
RHEBAAA/USDOE WASHDC

Bl
CONFUIDENTI AL LAGOS BOBes]

E.0. 12958: DECL: B1/18/84
TAGS: EFINy EMRG: ECOM: PGOV: NI
SUBJECT: EMRON CONTRACT ADRIFT

CLASSIFIED BY ECOM CHIEF MOCULLOUGH. REASOM PARA 1.5 B.

[(B)(1) , (b)(4)]

1. W GOM ASD LAGOS STATE GOVERNMENT OFFICIALS MOSTLY
UNWAMED) CONTINUE TO TRADE ACCUSATIONS IM THE HEDIA
RBOUT THE MERITS OF THE ENRON CONTRACT AND THE GON'S
DECISION TO SUBJECT IT TO A FORMAL REVIEW. THE
OPPOMENTS: CLAINING ENDORSEMENT FROM THE WORLD EBANK.
ARGUE THAT TRE COMTEACT WAS NOT COMPETITIVELY BID: 13
T00 EXPENSIVE. AMD UKFAIRLY PROTECTS ENRON FROM VARIOUS
FINANCIAL COMTIMGEMCIES.

[(0)(1) , (b)(4)]

CONF IDENTIAL

N.@I‘*{

HiD= H!lﬂl!iﬂﬂ

 (b)(4)]

ﬁ "‘%

LR 18111161
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PRIORITY CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE B2 OF B2 HiD=1808841 88758 BagsT 18/11262

[(0)(1) , (b)(4)]

THADDELL
Br
L]
3354
LILLR

CONFIDENTIAL
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PRIORITY O CONFIDENTIAL (oF
WSS DEPT TREASURY COMCEN \/ N
V‘ ) PH 622-2222 RM 1121/MT ¢
PAGE @1 OF &2 HID=109887 181713 I’IEE'I.I ‘ 1316412 101 J0RA0 381118 — ——— IR ]H 13716402
St e [(b)(1) , (b)(4)]

ACTICN = CTRSIGH {10+ 1D A1)« 1D (14 18 (b o IMF (L), 15N erITlﬁr{]]_
[TF (10 e AT1 000 o QUM (10 QG (1) SEN (=110 (10 o KAA AL L1 (L)

(RG = 6831

PP RUEATRS

OF RUEH0S Egaca/e] E131671

INY CCCCE 224

P LII6T HAR B8

FM AMEM3ASSY LAGOS

10 RUEHC/SECSTATE WASHDC PRIORITY @416
INFO RUEHUJA/USLO ABUJA 1353
RUEATRS/DEPTTREAS WASHOC
RUCPOOC/USDOC WASHOC

RHEBAAASIFSDOE WASHRG

i .
CONFIDENTI AL LAGS B0kl

E.0. 12958; DECL: B3/13/08
TAGS: BEXPs EMRGe EINVa EFIN: ECON. PGOV. NI
SIMSECT: ENRCM FAUSTRATED BY CONTRACT IMPASSE

REFS: W LAGLS @771 B STATE 33767

CLASSIFIED BY AMBASSADOR. REASONS PARA 1.5 B AND 0.

[(R)(1) , (b)(4)]

1. (SBUY OM MARCH 18: ENRON VP SEAN LONG AND THREE
NIGERTAN COLLEAGUES NET AT THE EMBASSY WITH AMBASSADOR,
OCM: AND ECONCHIEF TO RECOUNT THEIR EFFORTS TO ADVANCE
THE STALEMATED ENRON CONTRACT. THE HEETING PICKED UP
FROM AN HOUR-LONG SESSION THE ANBASSADOR AND LONG HAD
THE DAY BEFORE IN ABUJA.

[(B)(1) , (B)(4)]

CONFIDENTIAL
00500000000638



PRIORITY CONFIDENT AL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE 61 OF 82 HID=200887381713 dIE528 13718411 HiD=700387 381718 R 13716412
b)(4) 11 (BU) LIKE TEE REFINERIES: THE PEAFORMARCE OF NEPA
[(b)(4)] WAS ACTUALLY DETERIORATED SINGE THE AOVENT 0F THE

OBASAHJO ADMINISTRATICN LAST YEAR BECAUSE PARASTATAL
CORRUPTION: MISMAMACEMENT: INCONPETENCE. AND: T0 A
LESSER EXTENT, RESOURCE CONSTRAINTS REMAIN FURDAMENTALLY
UNALTERED. MOST IF NOT ALL OF NIGERIA VAS THROMN INTO
DARKNESS OM MARCH 18 FOR AT LEAST 24 HOURS DUE T0 A
CATASTROPHIC NEPA “SYSTEM FAILURE."  PRIVILEGED
RESIDENTS: SUCH AS THE U.S. NISSION. WERE CUSHIONED BY
AUTONDHOUS GEMERATORS.) THE NATIONAL BLACKOUT: THE
- SECOND [N THE PAST FOUR-YEARS: UNDERSCORES THE DESPERATE
NEED OF NIGERIA: AND ESPECIALLY LAGDS: THE COUNTRY'S
KEXT STEPS ECONONIC NERVE CENTER: FOR POWER. SOCIAL TENSIONS:
CRIKE, AND ECONOMIC BAROSHIP AGE ALL EMACERBATED BY
; INCESSAMT POVER OUTAGES: WHICH ARGUABLY CONSTITWTE THE
[(b)(4)] GREATEST BARRIER TO ECONOMIC |NVESTHENT AND REGENERATION
IN NIGERIA.

[(b)(1) . (B)(4) . (B)(S)]
[(R)(1) . (b)(4)]
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wr [(b)(1)] o
ACTION = (TRSIGE (1) 168D (1« ICH (1) 108 (1) 1DE 11 100 1) IHA 1Y N
ITF (104 170 (000 17T (1) «DINF 1) 4 QC (112 SEN i-) o

CRG = 4R56

00 RUEATRS

OE RUEHKA H142/d1 1461286

IKY CCCCC ZIH

0 1612861 MAY 59

FH RHEMBASSY DEAKA

T0 RUEHC/SECSTATE WASHDC IMHEDIATE 3813
RUCPDOC/USDOC WASHODC 535

RHEBAAA/USDOE WASHDC

INFO RUEHNE/AMEMBASSY NEW DELKI 1384
RUCHIL/AMEMBASSY |SLAMABAD 5388
RUEHLN/AHENBASSY COLOMBO 1389
RUEHET/AMEMBASSY KATHMANDU 3371
RUEHNEC/&MCONSUL CALCUTTA 575
RUEHLO/AHEMBASSY LONDON B434
RUEATRS/DEPTTREAS WASHDC

)

CONFIDENRT I AL SECTICN 81 OF B3 DHAKA BEIZH]

LOKOON FOR SUTPHEN
STATE PASS OPIC, EXIM: TDM HSM; UsAl0

E.0. 17958: B5/15/E4

TAGS: ENRG: ECOM: EAID: EIND: ETRO: EACR: 3G
SUBJECT: EAMGLADESH'S CONTROVERSIAL “CRASH® POWER
FROGRAN

I, W CLASSIFIED BY AMBASSADOR JOHN C. HOLIMAK:
REASON 1.5 )

SUMMARY

1. (1 RESPONDING TO MOUNTING PRESSURE FROM TRE
PUBLIC AND OPPOSITION POLITICAL PARTIES: THE GOVERNMENT
HAS LAUNCHED A “CRASH POMER PROGRAM® TO ADD WEARLY
FIFTY PERCENT TO EXISTING POWER SUPPLIES EY BRINGING
ON-STREAN 580 KN OF POVER WITHIN 51X MINTES AND ANOTHER
580 My 1 MOMTHS THEREAFTER. [{b]“ )]

—

BOZ LAUNCHES CRASH POMER PROGRANM

£, W) [N RESPONSE TO INCREASING PONER SHORTAGES
ESTIMATED OFFICIALLY AT BETWEEN 180 - 188 MW
UNGFFICIALLY AT TWICE THAT RATE 0R MORE)« THE
GOVERNMENT OF BAMGLADESH @OG} HAS LAUNCHED A "CRASH
POWER PROGRAN™ TO ADD SH8 MEGAWATTS OF NEW GEMERATION
WITHIN SIX NONTHS: AMD AKOTHER 58 MW S MONTRS AFTER
THAT, THIS WOULD ADD MEARLY 5@ PERCEMT TO THE CURRERT
POVER GENERATICN OF APPROKINATELY 2788 M. THE PONER
CRISIS |5 A CROVING POLITICAL PROBLEN. THE OPPOSITION
FARTIES HAVE SEIZED THE ISSUE -- A5 WELL AS THE WATER
SHORTAGES CAUSED BY THE POWER QUTAGES -- AS RALLYING
POINTS IN THEIR POPULAR CAMPAIGN AGAINST THE
GOVERMMENT. THE BDG RESPORDED IN MID-APRIL BY SACKING
THE THEM-CHAIRMAN OF THE POWER DEVELOPMENT BOARD (PDB)
AND AFPOINTING A WELL-RESPECTED EMGIMEER WITH A
“CAN-DO" TRACK RECORD AT THE LOCAL GOVERWHENT AKD RURAL
DEVELOPMEKT MIKISTRY. LAST YEAR AT ROUGHLY THE SAME
TIME: WHEW PONER SHORTAGES WERE PARTICULARLY ACUTE: THE
FRIME MINISTER FIRED BER EMERGY HINISTER AND ASSUMED
THE PORTFOLIO: WHICH SHE STILL HOLDS,

[(D)(1)]
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PAGE 81 OF B KiD=133314681141 aan

[(PX1)]

CONFIDENT I AL SECTION B2 OF B3 DHARA BOLI4I

LOKDOK FOR SUTPHEN
STATE PASS OPICs EXIM: TORe USDOC: USAID

E.0. 12358: @5/15/84

TAGS: EMRG: ECOM: EAID: EIND: ETRD. EACGR B
SUBJECT: BANGLADESH'S CONTROVERSIAL “CRASH* PONER
PROGRAN

[(B)(1)]

NiD=13931 4601141 el
-~ UKREALISTIC TIMETABLE: THE KEGOTIATIONS FOR THE
FROGRAM WILL TAXE LONGER THAN STATED BY THE 80G: SINCE
KEEDED SPADEWORK: SUCH AS A DETAILED REQUEST FoR
PROPOSAL: HAS WOT BEEM DONE.

STAKES FOR 1.5, COMPRMIES

7. () ENRCM WAS BEEN TRYING FOR OVER A YEAR TO SELL
THE BOG EMERGENCY POWER--OM AN UNSOLICITED BRSIS-- TO
KEET THE SUPPLY-DEMAND GAP. WHEW THE CRASH PROGRAM WAS
EMMOUNGED: THE BOG WAS AELE TO TAXE THE ENRON PROPOSAL
AHD. WITHOUT ACCEPTIMG IT: TOUT IT TO THE PUBLIC AS
EVIDENCE TRAT IT WAS SERIOUS ABOUT DOING SOMETHING

ABOUT THE POWER SHORTAGE. [{b]{ﬂl'} ] [b}(4]]

1. s [(b)(4)]

OGOEM: WITH PARTMERS EL PR3O
BND WARTSILA: HAS BROUGHT A 118 MW POMER BARGE TO

WLES () 4)]

SOME SHIPPETS OF THE *CRASH PROGRAN®
CONFIDENT | ALSECTION 83 OF g3 DHAXA BOL247

LONDOX FOR SUTPHEN
STATE PASS OPIC: EXIM: TDA: USDOC: USAID

E.0. 12958 E/15/04

CANFINENTIAI

N
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TRGS: ENRG: ECON EAND. EIND: ETRD, EAGR: BG 1
SUBJECT:  BANGLADESH'S CONTAOVERSIAL “CRASH" PONER T
PROGRAN . 856

L AN

18, ISBL) PRESS REPORTS WAVE STATED THAT SOME OF TRE
PUELIC SECTOR POWER PLANTS 70 BE BUILT IN THE CRASH
PROGRAM COULD POSSIBLY BE ADHINISTERED BY THE DHAKA

Eummgmu_w%wu_m_ MRV /g(,r
%‘mm wosmeme

CORPRNY-—H-ADDAFH0N:™THE COVERNMENT-OWNED RURAL
ELECTRIFICATION G0ARD REE) WAS ISSUED A CALL FOR
PROPOSALS FROM THE PRIVATE SECTOR TO BUILD BETWEEN 13
T0 16 18 NW PLANTS.

12. () BANGLADESH'S DEMAND PEAXS DURING THE EVENING
HOURS: WHEM LOADSHEDDING 15 HIGHEST. HOWEVER: SOME
ARERS ARE RECELVING LESS POWER THAM THEY NEED
THROUCHOUT THE DAY (RS PERSPECTIVE. OMLY 15 TO 14
PERCENT OF BANCLADESH'S ESTIMATED 126 HILLIOK PECPLE
HAVE ACCESS 7O ELECTRICITY). APRIL 1S THE MONTH WHEN
IHCREASING LOADSHEDDING STARTS I EARMEST: A%
PRE-HOKSOON MEAT (AND THE AIR CONDITIONING MEEDS THAT
RUCONPANY IT) AMD SPRING TRRIGATION ELECTRICITY POVERS
ARY OF THE WATER PUMPS FARMERS MEED FOR RICE CROPS)
CORBINE TO PUT AN ALREADY-TEKUOUS SUPPLY/DEMAND BALHMCE
EVEN FURTHER OUT OF KILTER. IN ADOLTION TO THE
GENERATION SHORTFALL: PDOR TRAKSMISSION AAD
DISTRIBUTION SYSTEMS MAKE THE SITUATION EVEN WORSE:
EBREAKDOWNS IN TRAMSHISSION LIMES AKD TRANSFORMERS IN
THE LAST SEVERAL WEEKS HAWE CAUSED MEAVIER THEN USUAL
LOADSHEDDING M THE CAPITAL OF CHAKA AMD ELSEWRERE.

IMPLICATIONS FOR U.5. POLICY

[(B)(1)]

HOLIMAK
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PAGE 21 OF &0 HiD=139832800117
CAVEAT (5) =
HAKDLE V1A
ACTION = [TRSICALL [thEF[IhIEHUJIESHJ-JDE[IIrMI.L}_J_[QHJ
ITFALEe ITHAT)« DIMF (1) #QC (1) o SEM -] -

[RC = BiF5

PP RUEATRS

OF RUEEKR #3481/01 JI80851

INR UUUUU LIR

P I1EEIT KOV 38

FN AMEMBASSY DHAKA

T0 RUCPOOC/USDOC WASHDC PRIDRITY BASE
RUERC/SECSTATE WASHOC PRIGRITY 2476
INFO RHEEBAAA/USDOE WASHDC
RUEATRS/DEPT OF TREASURY WASHINGTON DC
N/AMEHBASSY DUSHANBE BB:3
RUSBAY/AMCONSUL FUMBAI 548
RUEHAE/ANENSASSY ASHGABAT G937
RUEHLO/AHEHSASSY LONDOW 8279
RUEHME/AMEH3ASSY HEW DELHI 8312
RUEHDL/AMEMZASSY DUELIN BE3E
RUEHLH/AMEMBASSY COLONBD 2633

SUEHNL /AMEMBASSY MANILA 738

RUEHNT/AMEMBASSY TASHEENT 8836
RUEHAD/AMENBASSY ABU DEABI B543
AUEHIL/AMENBASSY 15LAMABRD 5533
RUEHKT/AMEMBASSY KATHMANDU 3715
RUEHGP/AMEMBASSY SINGAPORE 1524

BT

UNCLAS SECTION B1 OF 83 DHAKA BEI4EI

SENSITIVE BUT UNCLASSIFIED

STATE FOR SA/PAB, EB/ESC: AMD INR/SASSOA

SIATE PASS EXIMDANE: OPIC AMD TDA

USDOC FOR 4538 |TAFANESA/OSA: SEEH ADVOCACY CENTER
DEPT OF ENERGY FOR TOM CUTLER

TREASURY FOR DASIA

LONDOK FOR SUTPHEN

DUBLIN FOR ERERGY OFF ICER

HAMILA FOR USED ADE AKD 50O BARNES

E.0. 11%58; 11/14/@
TAGS: EFET: ENRG: ECOM: BG
SUBJECT: BANGLADESH: EMERGY SECTOR UPDATE

REF: DHAKR 1537
1. W1 THIS MATERIAL SHOULD BE CONSIDERED BAISIHESS

CONFIDENTIAL AND SHOULD KOT BE SHARED WITH PRIVATE
COMPANIES.

HiD=1998328011107 gesdsr Wi

SUMMARY

1. (GBUY BANGLADESH'S GAS AND PONER SECTORS ARE
BECOMING MORE ACTIVE AGAIN. BLTHOUCH MOT FOR ALL 1.5,
COMPAMIES. IN GAS: OCCIDENTAL PETROLEUM EXPECTS TO
RECE IVE FORMAL APPROVAL ON MOVEMEER 15 FOR AN EXTENSION
OF [T5 SECOND WORK PROGRAM IN BLOCKS 13 AMD {4 AFTER
MAMY MONTES OF DELAYS. QXY REMAINS ON SCHEDULE TO
DELIVER 188 MACFD OF GAS TO THE GOVERWHENT BY JARUARY.
THE OTHER IKTERWATIONAL PRODUCERS OF GAS: THE SANGU
DEVELOPHENT TEAM OF SHELL/CAIRN/HALL IBURTOM. COULD SO0M
INCREASE DELIVERY OF THEIR OFFSHORE GAS TO 188 0R MORE
MMCFD FRON THE CURREMT 68 WMCFD THEY HAVE BEEN
DELIVERING SIMCE JUNE. TwD OTHER U.5. COMPAMIES HOPE
T0 BEGIN EXPLORATORY DRILLING FOR GAS IN 1939, ON THE
SECOND B1D ROUMD FOR REMAINING GAS EXPLORATION RIGHTS:
NO INVITATIONS TO WINNERS CANMOUCED N JULY) HAUE YET
BEEN MADE TO START NEGOTIATIONS. THE LACK OF ACTION
EXTENDS TO THE AWARD OF KEY BLOCKS 9, 1E AND 11, WHICH
REMAIN W LINBO: TO THE CHAGRIN OF IMTERESTED GIRKTS
CHEVAON/ TEXACO, HOBIL: AMD SHELL. UMOCAL, MEAMWHILE.
EXPELTS THE GOVERKMEKT WILL SOOM HAWE A PROPOSAL FOR
THE EXEASSY TO PASS TO THE U, 5. TRADE AKD DEVELOPHENT
AGENCY (TDA): REQUESTIMG & CONSULTANT 10 EVALUATE THE
UARIOUS CONTRACTS FOR THE WESTERM REGION INTEGRATED
PROJECT WRIPI1. UKDCAL'S USD EEE MILLION PROPOSAL TO
DEVELOP A GAS FIELD: BUILD PIPELINES AMD
CONSTRUGT/OPERATE POVER PLANTS IN THE UNDERDEVELOPED
WEST. EMAON HAS COME UP WITH A SOMEWHAT SIKILAR FLAN
FOR MORTH BEKGALs PROPOSING TO BUILD A FIPELINE TO FEED
A FERTILIZER-FOR-EXPORT PLENT.

3. [SBUI IN THE POWER SECTOR: RES OF THE 0.5,
CONTIMUES SLOW NEGOTIATIONS WITH THE GOUERMMENT ON THE
HEGHKAGHAT POWER PLANT (458 MW): THE COHPRMY IS TRYING
T0 ARRAKGE FINANCING FOR THE J68 MW HARIFUR PLANT
CONTRACT 1T SIGHED WITH THE BOG IN SEPTEMEER.
WEAMWHILEe MARUBENI OF JAPAN: THE SECOND FLACE BIDDER
0N TEE MEGHNWAGHAT CONTRACT WON BY AES: |5 TRYING T0 GET
A DIRECT AWARD OF THE CONTRACT FOR THE 458 MW PLANT FOR
THE SECOND PHASE OF THE MEGHMAGHAT PROJECT. OPIC HRY
FINANCE AND PROVIDE POLITICAL RISK INSURAMCE TO OME 118
MW BARGE PROJECT INWOLVING 1.5, COMPANIES OGOEW EMERCY
AND EL PASO, SMITH COGEMERATION HAS FOUND & FINAMCIAL
PAZTNER: THERMD ECOTEK OF MASSACHUSETTS: AND PROBABLY
H&S ONE LAST SHOT AT GETTING (TS 118 MW BARGE PROJECI
GOING: EOTH BARGE PROJECTS ARE OVER A YEAR BERIND
SCHEDULE DUE TO PROBLEMS ARRANGING FIMANCING.

UK. -BASED: 1.5, -OWMED MP1 WILL LEKELY BEGIN
MEGOTIATIONS WITH THE BOG IN LATE NOVEMBER FOR THE
BAGHABAR] 108 HW PLANT IN WESTERN BANGLADESH. EMROHs

UNCLASSIFIED
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PAGE B2 OF @7 HID=1533432881117 BEE a7
IN THE HEANTIME: HAS MADE M UNSOLICITED PITCH TO
PROVIDE 160 MW OF EMERGENCY POWER. WHICH THE BOG 1§

CONSIDERING. THE CONSORTIUM MAJORITY OWNED BY COASTAL-. .

ENERGY OF HOUSTON) WHICH MOW OWNS AND OPERATES
HANGLADESH'S FIRST OPERATING PRIVATE POVER PLANT: A 118
Wi BARGE [N FHULKA: HAS AN AGREEMENT WITH THE BOG TO
BUILD A NEARLY IDENTICAL BARGE 38 MILES WPRIVER,

UHCLAS SECTION 82 OF 88 DHAKA DB34B1
SERSITIVE BUT UNCLASSIFIED

STATE FOR SA/PAB: EBJESC: AND INR/SA/SOR

STATE PASS EXIMBAMK, OPIC AND TOA

USDOC FOR 4538 |TAFANESA/OSA: GEOE AOVOCACY CENTER
DEPT OF EMERCY FOR TOM CUTLER

TREASURY FOR OASIA

LONDON FOR SUTPHEN

DUBLIN FOR ENERGY OFFICER

HANILA FOR USED ADE AND SCO BARNES

E.0. 12988 11/4/0
TAGS: EPET. EWRG. ECOM. BG
SUBJECT: BANGLADESH: EMERGY SECTOR UPDATE

§. 5801 GIVEN THE RELATIVE DOMIMATION OF THE ENERGY
AND GAS SECTORS BY U.5. COWPAWIES: THERE SHOULD BE
GREAT SCOPE FOR PROPOSED COOPERATION BETWEEM THE U. 5.
DEPARTHENT OF EWERGY ANOD THE BANGLADESH MINISTRY oF
ENERGY, WHETHER IT BE IN GAS. POWER OR PIPELINE
REGULATION: ENVIRONHENTAL ASSESSAENT, ALTERMATIVE
ENERGY: PRICING OR OTHER AREAS. COMPAMIES AND THE BOC
HOW WEED TO IHPROVE THEIR CFTEM-STRAINED RELATIONSHIP,
AR} TO WORK TOGETHER T FIGURE HOW BOTH CAN BENEFIT
FROM ENERGY DEVELOPMENT IR THIS POTENTIALLY GAS-RICH
BUT POLICY- AND PONER-POOR COUNTRY. HELPING IMPROVE
THINGS WILL BE A TDA-FUNDED STRATEGIC GAS UTILIZATION
STUDY: DUE TO START IN A FEW WEEKS: 1T SHOULD GIVE THE
BOG HORE |NFORMATFON ABOUT EMERGY DEVELOPHENT OPTIONS.
A PROPOSED DECEMBER EMERGY ROUNDTABLE IN WASHINGTON
WITH BOG EWERGY SECTOR OFF ICIALS AND EMERGY COMPANIES
BELONGING T0 THE U. 5. -BAMGLADESH BUSINESS COUNCIL.
IKCLUDING DESCUSSIONS WITH THE DEPARTMENTS OF ENERCY
AHD INTER1OR OM POSSIELE COOPERATION ALSO SHOULD
IKPROVE MELATIONS: INCREASE THE BDG'S KMOWLEDGE AND
COMFORT LEVEL: AND PERHAPS EVEN RELP IT MAKE SOME
DECISIONS ABOUT WARKET DEVELOPMENT. RIGHT NOW THE BODG
15 STILL COOL AND CAUTICUS TOMARD GAS EXPORTS TO INDIA
WHICH MUCH OF INDUSTRY IS PUSHING FOR. TRE DOLLAR
VALUE OF THE PROJECTS PENDING FOR U.S. COMPANIES IN THE
GAS AND POWER SECTORS APPROACHES USD 1.5 10 2.8
BILLION: AMPLE INCEMTIVE FOR BOTH SIDES 10 IMPROVE THE
RELATIONSRIP. END SURMARY,

UNCLASSIFIED

EPT TREASURY COMCEN
H 622-2222 RM 1121/MT

MiD=199532881117 pEasal

GAS SECTOR: SOME PROCRESS FOR CURRENT OPERATORS

OCCIDENTAL PETROLEUM

5. (SBUD OCCIDENTAL NITH PARTHER UNOCAL) HAS
OPERATED WITHOUT A CONTRACT SIMCE JAWGARY 1598 THE
T¥0-YEAR SECOND PHASE OF ITS WORK PROGRAM 1N BLDCKS 13
AND 14. OXY NOW APPEARS TO BE ON THE VERGE OF

'RECEIVING THE EXTENSION: AFTER NONTHS OF HEAUY ADVOCACY

BY THE USG AND EMBASSY. POLITICAL PRESSURE RESULTING
FROM DXY'S JUME 1397 CAS EXPLOSION. COMBIMED WITH AM
OUTSTAMDING DISPUTED COMPENSATION CLAIN BY THE MINISTRY
OF EXVIRONHENT AND FORESTS @OR DAMAGES OF OVER USD 128
HILLION: VERSUS OX¥'S ASSESSMENT OF USD 58,8800, SLOWED
THE APPROVAL PROCESS, LOCAL OXY REPRESENTATIVES TOLD
ECONOFF HOVEMBER 18 THAT THE EXTEMSION SHOULD BE SIGNED
ON HOVEMBER 25,

6. (SBU) DESPITE THE LACK OF & CONTRACT. OXY HAS
CONTINUED TS GAS DEVELOPHENT WORK« AND 50 15 ON
SCHEDULE TO DELIVER 188 MILLION CUBIC FEET A DAY
MHCFD -~ NEARLY 15 PERCENT OF CURRENT DOMESTIC OUTPUT
-- T0 THE BOG SOMETIME N JARURRY FROH THE JALALABAD
FIELD: N BLOCK 13. OKY ALSO HAS STARTED AM APPRAISAL
ORILLING AMD THREE DIMEKSIOMAL SEISWIC PROGRAM TO
DETERMIKE THE COMFINES OF ITS BIEIANA FIELD IN BLOCK
12 WHERE THE COMPAMY HAS MO CONTRACT TROUBLES. THE
BIBIANA FIELD IS BELIEVED TO CONTAIN 2.5 TRILLION CUBIC
FEET (TCF) OF PROVEN RESERVES. IF 50« ITS GAS WOULD
INCREASE THE COUNTRY'S PROVED RESERVES: CURRENILY AT 18
TCFs BY 25 FERCENT MOTE: VARIOUS INDUSTRY SOURCES SAY
EANCLADESH COULD HAVE BETWEEK 38 TO 88 TCF OF CAS: IN
COMPARISON: PROVED RESERVES FOR IMDOMESIA ARE 69 TCF,
CANADA 67: PAKISTAN 27). QXY WOULD LIEE TO INCREASE
THE SIIE OF THE EXISTING NORTH-SOUTH PIPELIME TO PERMIT
HORE OF ONY'S GAS 1O FLOW SOUTH TO THE NATIONAL GAS
UMCLAS SECTION 3 OF 28 DHAKA E@3481

SENSITIVE BUT UNCLASSIFIED

STATE FOR SA/PAB: EB/ESC: AMD |NR/SA/SOA

STATE PASS EXIMOAKK: OPIC ARD TOA

USOOC FOR 4538 |TA/ANESA(OSA: SE08 ADVOCACY CEMTER
DEFT OF ENERGY FOR TOM CUTLER

TREASURY FOR OASIA

LOKDON FOR SUTPREM

DUBLIN FOR ENEREY OFF|CER

HAKILA FOR USED ADE AMD SCO BARMES

E.0. 12958 11/4/m

UNCLASSIFIED
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PAGE B3 OF @7 Hl0=139832801007 :LELT unumn HID=193832881117 25437 WL

TAGS: EPET: ENRG: ECONe BG

SUBJECT: BAMGLADESM: EMERGY SECTOR UPDATE 9. (SBU) THE TWO OTHER U.5. COMPAKIES WITH EXISTING

A PSC°5: OKLAND OIL OF CELAKOMA @LOCKS 17 AND 1&). ARD

GRID; IT HAD MADE A FROPOSAL TO BUILD THE LIKE AND B UNITED HERIDIAN INTERMATIONAL @LOCK 22+ WHICH EARLIER

RECOVER THE COSTS FROM INCREASED GAS PRODUCTION. BUT IT IN THE YEAR MERGED WITH OCEAM ENERGY 0J.5.0. HOPE TOD

APPEARS THE BDG WILL CALL FOR A TEWJER INSTEAD. DRILL THEIR FIRST EXPLORATORY WELLS IM 1399, AFTER
HAVING PERFORMED SEISHIC WORK THIS YEAR. OKLAND RAS AN

HALL [BURTOK/SHELL FCAIRN' S SANGU FIELD: PRODUCTION MAY AGREEMENT TO SELL APPROXIMATELY 75 PERCENT OF IT§

GO UP: BYT COST RECOVERY DIFFERENCES REMAIN INTEREST IK IT5 Td BLOCKS TO TULEOW OF IRELAND. THE

e seisassmsEmsEEEsssEEsSmessmsssossosas DEAL WILL KEED THE APFROVAL OF THE BOG. HOWEWER: AKD
HAY HOT BE AUTOMATIC: GIVEW TULLOW'S INVOLVEMEMT IN THE

1. BB THE SAWGU PROJECT: 48 KILOMETERS OFFSHORE SECOMD BID ROUND @BELOWM. UMC: MEAKWHILE: WAS SLONED

FROM CKITTAGOKG IH BLOCK 15 HAS BEEN DELIVERING &F T0 SOME DEGREE BY OWNERSHIP CONCERMS: NOW RESOLVED. BY

HHCFD OF GAS TO THE BOG SINCE HID-JUNE 1938. RECENT LOGISTICAL DIFFICULTIES OF SEISHIC WORK IN THE

STATEMENTS BY BOG ENERGY OFFICIALS INDICATE THE DIFFICULT TERRAIN OF THE CHITTAGOMG HILL TRACTS. AND BY

GOVERMMENT MAY BE READY TO PURCHASE AM ADDITICHAL 4@ A TENPORARY POLITICAL PCWER VACUUM CREATED AT THE END

KHCFD OR HORE OF GAS IN THE COMING WEEES. LIKELY OF A TRIBAL INSURGENCY [N THE RRER. BOTH COMPANIES

SPURRED BY FALL (NG PRODUCTION IM THE BOG'S OWN [MCLAS SECTION B4 OF @5 OHREA Ba34EL

BAKHRARAD FIELD. AND BY AMTICEPATED IMCREASED DEMAND

FOR GAS 10 FUEL A MEW BDG POWER PLENT AND & SENSITIVE BUT UMCLASSIFIED

HOV-SHUTFERED BOG FERTOLIZER PLANT. SAMGU'S OFF SHORE

GAS 15 MORE EXPENSIVE THAM OXY'S GAS WILL BE. DUE TO STATE FOR SA/PAR: EB/ESC: AND INRSSASSOA

SPECIAL COMPENSATION FOR OFF-SHORE COSTS I THE STATE PASS EXIMEAKE, OPIC AND TDA

PRODUCTION SHARING COMTRACT (PSC) CAIRN SIGHED WITH THE (SO0 FOR 4538 ITA/AMESASOSA, GO0 ADVOCACY CEMTER

BOG. THE CONSORTIUM CAN BEGIN ITS “TAKE OR PAY" DEPT OF EMERGY FOR Toe CUTLER

COKTRACT WITR THE BDG ONCE THE 138-DAY RUN- (N PERIOD TRERSURY FOR OASIA .

ENDS IN DECEMEER 1398, UMDER THE TERMS OF THE LONDOY FOR SUTPEEN

CONTRACT: BANGLACESH MUST EITHER TAEE DELIVERY OF 16 WEL N FOR ENERGY OFFICER

WHCFD OF GAS: OR PAY THE COMPANY FOR B8 PERCENT OF THAT MANILA FOR USED AD8 AND SCO BARNES

AMOUMT. COMSORTIUM OFF ICIALS HAWE ASKED THE BOG TO

HEET WITH THEM IN HID-NOVEMBER TO MEGOTIATE GAS E.0. 17958 11174/

DELIVERIES AND TO FIX THE START OF THE TAKE OR PAY TAGS: EPET: EWRG: ECOK: BG

PERIOD. O THE BACK BURNER FOR NOW: THE COMSORTIUM AHD SUBJECT: EANGLADESH: ENERGY SECTOR UPDATE

THE BOG STILL HAVE A USD B85 MILLION DIFFEREMCE TO

RESOLVE: PETROBANGLA HAS DISALLOWED THAT AMOUNT FROM HAVE PURPOSELY MAINTAINED A LOW PROFILE AND TO DRTE

THE COST OF THE SANGU DEVELOFMENT (PRODUCTION WELL. HAVE MOSTLY AVOIDED PROBLEMS WITH PETROZANGLA: THE

PIPELINE AD GAS PROCESSING PLANT). STATE-OWMED OIL AKD GAS COMPANY. OF COURSE: MEITHER
COMPANY HAS YET TO SPEND SIGNIFICANT AMOURTS OF MOKEY.

8. [SBUL CAIRM: WHICH WOW EAS A 58/58 PARTMERSHIP THE COMPAMIES BELREVE THEIR BLOCKS CONTAIN VERY GQOD

WITH SHELL ON THE REST OF BLOCKS 15/16 (CAIRN REMAIKS POSSIBILITIES FO& SIGMIFICANT GAS DISCOVERIES: UNITED

THE OFERATOR), SUFFERED A SETBACE EARLIER IN THE SUMHER HERIDIAM BELIEVES BLOCK 77 COULD ALSO YIELD SOME OIL.

WHEN A AUMDRED LARGE GAS FIKD OFFSHORE. NAMED HALDA:

WAS DRY. IT3 STOCK PRICE PLUNGED: SHORTLY THEREAFTER. SECOMD B10 ROUND: FPROMISES: PRONISES

SHELL IMCREASED ITS CWNERSHIP TO 58 PERCENT. CAIRN e A L LT R

SHELL MO UMOCAL. FORMERLY BITTER RIVALS FOR BLOCK 18

IN THE SECOND BID ROUMD (RELOWNe RECEMTLY REACHED AN 18. [SBUI ALTHOUGH THE BOG AMNOUNCED IN JULY SOME OF

UNDERSTAMDING WHEREBY UMOCAL WILL WO LONGER COMTEST THE WINKERS OF BANCLADESH'S SECOND BID ROUKD FOR THE

BLOCK 18 AND SHELL WILL WOT SEER TO DERAIL 0R UMDERCUT EXPLORATION RIGHTS T0 REMAINIKG BLOCKS: THE GOVERMMENT

UNOCAL CM ITS PROPOSED WESTERN REGION INTEGRATED HAS YET TO (NVITE THE WINNERS TO WEGOTIATE PSC"S

PROJECT NRIP« BELOW. ALTHOUGH THE BDG HAS FORMED A KEW MEGOTIATING
COMMITTEE. THE BOC APPEARS OVERLY COMFIDERT IT CAN

(KL AND/ [MHE NEGOT|ATE NEW PSC'S IN A HURRY. WHILE THE EMERGY

---------- SECRETARY SAID WEGOTIATIONS FOR ALL FIVE PSCS SHOULD BE

UNCLASSIFIED
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“DOKE IW A DAY:™ |MDUSTRY INSIDERS SAY THE MODEL PSC
HAS SERIOUS FLAWS WHICH PRECLUDE A QUICK KEGOTIATION,

THE EDG SEEWIMGLY KRS NOT YET INTERNALLY DECIDED WHAT -t

THE PSCS WILL INCLUDE. K FURTHER COMFLICATION 1S THAT
SOME OF THE SELECTED COMPANIES HAVE HAD PROBLEMS SINCE
THE AWARDS WERE ANNOUNCED. FOR EXAMPLE: TRITON: WHICH
WAS TO OPERATE IN BLOCE T WITH UNJCAL AS A PARTMER: HAS
T0 SELL OFF ITS ASSETS: WHICH UNOCAL WILL LIKELY
FURTHASES TINY PAMGAEA HAD |TS PARTHERSHIP WITH OMV OF
AUSTRIA FALL APART WHEN THE AUSTRIAN COMPANY PULLED
OUT. OFFSETTING THOSE PROBLEMS WAS THE BOG'S
ANNOUNCEMENT THAT |7 HAD OVERCOME SOME CONTEMTIOUS
ISSUES AMD WAS ABLE TO AARD OFFSHORE BLOCKS 19 AND 28
10 MAERSK OF DENMARK.

BIG BLOCKS STILL UMBECIDED

11, @SBUN BLOCKS 50 18 AKD D1+ THOSE MOST SOUGHT
AFTER K THE SECOND BID ROUND @ECAUSE THEY ARE CLOSEST
T0 MARKET AND HAVE HORE KMOWN GAS POSSIBILITIES): ARE
STILL UMDECIDED. DESPITE AN UNDERSTAMDING AMOMG SHELL.
CAIRM ENERGY AND UNOCAL: WHEREBY UNOCAL WOULD TACITLY
CEDE BLOCK 1@ TO SHELL/CAIRN: MO OFFICIAL APPROVAL 0R
AWARD HAS TAKEN PLACE. BLOCKS 9 AND 11 ARE STILL
GUMMED UP BY THE BDGC'S [NABILITY TO EITHER AWARD THE
BLOCKS 1D THE TOP BIDDER: TINY TULLOW OF IRELAND. 0R
[NDUCE TULLOW T ACCEPT THE TERMS PROPOSED BY
CHEVROM/TEXACD N BLOCK 5. THE EDG STILL HOLDS oUT
HOPE THAT MOBIL AND PETRONAS: PARTMERS IN A BID ON
BLOCK 11: WILL AGREE TO PARTHER WITH TULLOW: SOMETHING
HOBIL APPEARS UNWILLING TO DO. OME PROBLEM HOLDING
BACK PROGRESS 15 THE BDG'S INAEILITY TO DATE TO INVITE
COMPANIES FORMALLY TO MECOTIATE: WHILE THE BOG HAS SENT
OUT SEVERAL INFORMAL "FEELERS™ TO INDUSTRY» 1T HAS MOT
COMMUMICATED ANYTHING OFF IGIALLY SINCE LATE 1997
REGAROING THESE UNDECIDED BLOCKS. SPECULATION OVER WY
THE BOG 15 UNASLE TO CALL COMPANIES RAMGES FROM
POLITIGAL |MVOLVEMENT BY SPECIAL INTERESTS, ALLEGATIONS
OF CORRUPTION: OR TEE PM'S DESIRE TO ACCOMMODATE AS
HANY COMPRMIES AS POSSIBLE. WHATEVER THE REASOM OR
REASONS FOR CONTINUED BOG INACTIOM. INTEREST BY
INTERHAT I OMAL QIL COMPANIES (10C) APPEARS TO BE WANING
AS WORLD OIL PRICES TUMBLE.

THE PROBLEM WITH GAS EXPORTS 10 INDIA

UNCLAS SECTION BS OF B8 DHAKA BA3431
SENSITIVE BUT UNCLASSIFIED

STATE FOR SA/PAB. EB/ESC: AKD INR/SA/SOA

HiD=133832881117 BRE492
STATE PASS EXIMBANK: OPIC AND TOA
USDOC FOR 4538 ITA/AMESAFOSA: GEBE ADVOCACY CEMTER
DEPT OF EMERGY FOR TOM CUTLER
TREASURY FOR OASIA
LOKDON FOR SUTPHER
DUBLIN FOR ENERGY OFF ICER
MANILA FOR USED ADE AMD 5CO BARKES

£.0. 17958 11/10/82
TAGS: EPET: EMRG: ECON: BG
SUBJECT: EAMCLADESH: EWERGY SECTOR UPDATE

17. 1(SBU) THE INTERWATIOMAL QIL COMPAKIES WAKT ACCESS
T0 (NDIA BECAUSE THE EXISTING LARGE MARKET THERE GiVES
THEX A WAY T0 TURN THE CAS INTO HARD CURRENCY
RELATIVELY QUICKLY. BAKGLADESHs HOWEVER: 1S RELUCTANT
TOCSELL 175 VITAL NATURAL RESCURCE TO THE INDIANS
ESPECIALLY SINCE IT DOES MOT KNOY HOW MUCH GAS IT HAS

- AND THEREFORE DOES MOT KNOW HOW MUCE IT CAM SELL. THE

B0G INSTEAD HOPES |OCS WILL HELP DEVELOP 1T DOMESTIC
GAS MAREET: MAINLY POWER PLANTS AMD FERTILITER
FACTORIES. WHILE FERAMCE MINISTER KIBRIA SAYS THE BDG
HAS THE WHEREWITHAL TO PAY FOR THE CAS COMING FROM XY
ARD CAIRN AND COMPANY. AND THE ABILITY T0 GEMERATE HORE
EXPORTS TO QFFSET ITS FOREIGH EXCHAMGE OBLIGATIONS TO
THE 1005, HE ADMITS THAT THE GOVERNHENT WOULD NOT BE
MBLE 70 ABSORE THE COST OF ANY ADDITUONAL GAS PURCHASES
FROM THE SECOND BID ROUND. WA ILE PRIVATELY THERE HAS
BEEN SOME DISCUSSION OF THE B0G'S WILL INGNESS TO HAVE
THE FOREIGH CONPAMIES SELL GAS DIRECTLY TO IMDIA
PAYING THE BOG “COLD CASH™ FOR 175 SHARE FIRST: THIS
VIEW HAS WOT BEEM WIDELY EMBRACED WITHIN THE BOG.
HOWEVER: TEE CREATER PROZLEM WITH GAS EXPORTS TO INDIA
IS5 THE DESTINATION: MOT CONCERNS OVER QUANTITIES OF GAS
AVRILABLE, BANGLADESH'S CHECKERED RELATIONS WITH INDIA
HAKE GAS EXPORTS THERE A SIGHIFICANT POLITICAL
LIRBILITY, ESPECIALLY FOR THE AWAMI LEACUE GOVERNNENT
WHICH WUST CONTERD WiTH (TS *PRO-INDIA® REPUTATION.

TOR GAS STUDY

13. 1SBU) THE BOG HAS SELECTED A CONSULTANT FOR THE
USD 488, 380 STUDY: FIMAWCED ENTIRELY BY THE U.5. TRADE
AND DEVELOFHENT AGENCY. AKD DESIGHED TO SEE HOW TRE GAS
CAN BE USED DOMESTICALLY AMD INTERMATIONALLY TO CREATE
WEALTH. ASSUMING ROUTIME APPROVALS ARE GIVEN BY THE
HINISTRY OF EMERGY AND TDA: AND THAT THE COMSULTANT
APPROVES THE CONTRACT: WORK COULD BEGIN SOMETINE N
DECEMBER. THE STUDY IS EXPECTED TO TAKE 4 T0 § MOMTHS
T0 COMPLETE.

THE BOG'S OWN PROBLEMS WITH EAS: FALLING PRODUCTION

UNCLASSIFIED
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PAGE 85 OF 07 HID=133832801117 Fap4s]

14, (5BU) COMPLICATING THE GAS PICTURE 15.THE REALITYL,
THAT THE EDG IS FACING FALLING PRODUCTION FROM ITS OWK
EAEHRABAD GAS FIELDS: DUE TO TECHNICAL PROGLEMS. WITH
LITILE 0% WO POSSIBILITY TO INCREASE PRODUCTION FROM
OTHER FIELDS OF ITS OWN (AT LEAST IN THE SHORT TERM:
ESFECIALLY GIVEN THE BUDGET CONSTRAINTS WHICH LED THE
BDG TQ OPEM UP THE SECTOR TO IMDUSTRY IN THE FIRST
PLAGEI: THE BDG WILL BE FORCER TO TWRM TD GAS FROM THE
10CS, THAT PRESENTS TWD PROBLEMS FOR THE GOVERMMENT:
THE 10C GRS IS MORE EAPEMSIVE (AT LERST ON PAPER:
BECAUSE THE BDG DOES NOT FULLY REFLECT ALL ITS COSTS:
SUCH AS DEPRECIATION I[N ITS FIGURESIZ IT ALSO WILL
COST THE COUNTRY FOREIGK CURREWCY.

15, (SBUY THE GAS PROBLEN HIGHLIGETS THE DILEMMA
FACING THE BOG -- IT DOESA'T HAVE THE INFRASTRUCTURE TO
EXPLOIT ITS RESQURCES ON ITS OMM. YET ITS INTERMAL
FRICING AND COST STRUCTURES ARE SUCH THAT [T CAMNOT
EASILY AFFORD TO PAY FOREIGH COMPANIES FOR THEIR
PRODUCTION. UNTIL IT FIGURES OUT HOW TO MEKE KEEDED
FRICING AND DISTRIBUTION CHANGES (POVER DISTRIBUTION
LOSSES--THEFT--ARE CLOSE T0 35 PERCENT: FOR EXAMPLE).
BAMGCLADESE WILL KOT BENEFIT FULLY FROM ITS GAS AND
POWER. |7 MOW SELLS GAS AKD POWER AT SUBSIDIZED
UKCLRS SECTION 86 OF 0& DEAKA BE34m

SEMSITIVE BUT UMCLASSIFIED

STATE FOR SAPAR. EB/ESC: AND |KR/SA/SCA

STATE PASS EXIMBAMK: OPIC AHD TDA

USDOC FOR 4538 ITA/AMESA/OSA: GEGD ADVOCACY CENTER
DEPT OF EMERGY FOR TOM CUTLER

TREASURY FOR ORSIA

L ONDOK FOR SUTPEEM

DUBLIK FOR EMEREY QFF [CER

HEHILA FOR USED ADE RMD 500 BARNES

E.0. 12958 11/14@3
TAGS:  EPET. ENRG: ECOM: BG
SUBJECT: BAWGLADESH: EMERGY SECTOR UPDATE

PEICES: BUT PAYS MARKET PRICES IN DOLLARS TO 1OCS
MNOTE: THE BDG WILL RAISE DOMESTIC GAS PRICES BY 15
PERCENT ON DECEMBER 1). FURTHER CONFUSIMG THE MATTER
1S AN RRGUMENT BEING PUT FORTH BY ENRON WHICH WANTS TO
USE CHEAP GAS TO SELL FERTILITER TO IMDIA) THAT THE BOG
SHOULD KEEP TS DONESTIC GAS PRICE AS LOW A5 POSSIBLE
TO BUILD AN [NDUSTRIAL BASE.

REGIONAL PROJECTS

KiD=133831801117 RN

16, (58U UNOCAL'S WESTERM REGICH INTEGRATED PROJECT
(WRIF1 HAS BEEN [N THE VORKS FOR KEARLY TW0 YEARS. THE
WAIP WOULD DEVELOP & “STRANDED" GAS FIELD IK THE WEST.
BUILD A PIPELINE FURTEER WEST TO EHULMA. AND HAVE
SEVERAL KUNDRED MEGAWATTS @0 OF POWER FROM SEVERAL
PLANTS THE COMPANY WOULD ERECT. THE UNSOC ICITED HATURE
OF TEE PROPOSAL HOWEVER: HAS CAUSED INDIGESTION FOR
THE EDG. UWOCAL NECDS BDG APPROVAL OF THE TENDER
DOCUMENTS BY THE EMD OF 1398 |F THE PROJECT 15 T0 BE
COMPLETED BY THE END OF 2888 OATIONAL ELECTIONS ARE
DUE BY HID-2881, BUT THE PRIME MINISTER HAS SAID SHE
WILL ADVAKCE THEM TO LATE 2808 . NOW THAT UMOCAL AND
SHELL HAVE REACHED RN UMDERSTANDING O BLOCK 18 AD THE
WAIP (UNOCAL WILL DROP IT5 CHASE FOR 18: WHILE SRELL
WILL AGREE NOT 10 UKDERBID UOCAL ON THE WRIP). UNOCAL
HOPES THE BOG WILL FIMALLY BE ABLE TO MOVE RAPIOLY TO
GET THE PROJECT TEMDERED. THE TEMDER WILL BE A “3WI33
CHALLEWGE: " WHERESY UNOCAL WOULD HAVE THE RIGHT, A3
PROJECT SPONSOR. TO MATCH AKY LOVER BIDS. COWPANY
OFFICIALS HAVE TOLD ECONOFF THEY MO LONGER ARE PUSHING
FOR A DIRECT WWARD OF THE PROJECT: GIVEN TRAMSPARENCY
COMCERNS OF THE BOG.

ENRON AKD THE MORTH BENGAL PROJECT

17, [SEU) EKRON INTERHATIOMAL PROPOSED A NORTH BEMGAL
REGIOMAL PROJECT M THE FALL OF 1998. 1T WCULD BRING
GAS FROM THE EAST ACROSS THE JAMUNA BRIDGE AND BUILD
FIFELIKES TO THE HORTH TO FEED A FERTILIIER-FOR-EXPORT
FROJECT (OWHICH ENRON WOULD DEVELOP} AND TO THE SOUTH TO
FUEL PLAMNED POWER PLAMTS. T COULD JOEW UKOCAL'S
FROPOSED WRIP PIPELIKE AT EHULNA. ENRON WILL BE MAKING
PRESEMTATIONS |M DECEMBER.

18, (SBU0 AES 1S WORKING TO ARRANGE FINAKCING FOR 175
368 HY HARIPUR COMBIMED CYCLE GAS PLANT: WHICH IT HAS
COMMITTED T DELIVER 38 HONTHS FROM LAST SEPTEMBER'S
CONTRACT SIGNING (COMTIMSENT UPOM FIMANCINGI. 1T
CONTIRUES TO MEGOTIATE A POWER PURCHASE AGREEMENT [PPA)
WiTH THE COVERNMENT'S PONER DEVELOFNENT BOARD (DRI 0N
THE 458 HW MEGHHACRAT PROJECT: ALSO COMBIMED CYCLE.
WHILE BOTH SIDES PLEOGED TO COMPLETE THE MECENAGHAT
REGOTIATIONS BY HID-OCTOBER: EITHER POE FOOTORAGGING
(ACCORDIMG TO BES) OR AES TACTICS (ACCORDING 7O THE
EDG) HAS UNTIL NOW KEPT PROCRESS VERY SLOW. OF
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PAGE 06 OF @ MID=199232881117
INTEREST IS THE NOW-PUBLIC NEWS THAT THE PDB HAS ASKED
THE MINISTRY OF EMERCY TO APPROVE THE AWARD OF
MEGHMAGHAT'S PHASE TWD 458 MW PROJECT DIRECTLY TQ
MARUEENI OF JAPAM. MARUBENI WAS THE SECOMD LOWEST
UNCLAS SECTION BT OF B3 DHAKA BE34E1

SENSITIVE BUT UNCLASSIFIED

STATE FOR SA/PAB: EB/ESC: MKD INR/SASSOA

STATE PASS EXIMBANK: OPIC AND TDA

USDOC FOR 4538 ITAJANESA/OSA: GEOE ADVOCACY CENTER
OEPT OF EMERCY FOR TOM CUTLER

TREASURY FOR OAS|A

LOMDOK FOR SUTPHEN

OUELIN FOR EMERGY OFF ICER

HANILA FOR USED ADB AND SCO BARNES

E.0. 12958 11/M/83
TRGS: EPET: EMRG: ECON: BG
SUBJECT: BANCLADESH: ENERGY SECTOR UPDATE

EIDDER FOR MECHWACHAT: |T HAS REPORTEOLY QFFERED TO
RATCH THE TERMS AMD PRICE OF AES'S CONTRACT,

OTHER POMER PROJECTS

1. [5BU) TWO BARGE-MOUNTED POWER PLAMT PROJECTS ARE
ALSD IK THE WORKS: BOTH [NWOLVING U.5. COMPANIES. OWE
INVOLYING OGDEN EMERGY. EL PASD. AND THE FINNISH
COMPANY WARTSILA: ERS APPROACHED THE OVERSEAS PRIVATE
INVESTHENT CORPORATION (OPIC) FOR FIMANCING AND
POLITICAL RISK INSURANCE WORTH NERRLY USD 388 HILLION,
AM OPIC OUE DILIGENCE TEAN VISITED BANGLADESH IN ERALY
NOMEMSER: AMD A DECISION ON OPIC'S INVOLVEMENT 15
EXPECTED SOON, SMITH COGEMERATION HAS FOUND A
FINRNCIAL BACKER IN THERMO-ECOTEX OF MASSACHUSETTS: AND
HOPES IT CAM GET FIMAL BDG COMCESS|ONS AND APPROVALS TO
KAKE ITS 118 WW PROJECT HAPPEM BY NEXT SUMMER.
IKDICATIONS ARE THAT SMITH'S BARGE WILL BE ACCEPTED BY
THE BOG IF A TIGHT SCHEDULE CAN BE MET: RAD DAMAGES FOR
LATE DELIVERY ARE PAID.

18. (SEI) WPl (BASED IN THE U.K. AMD FORMERLY KNOWN
AS MIDLAMDS): OWNED BY CINERGY M).5.%: RECEIVED IX
OCTORER 1358 A LETTER OF INTENT 0N FROM THE BDG TO
HEGOTIATE A CONTRACT TO EUILD OWM AKD OPERATE (BDOD) A
188 MW GAS-FIRED PLANT |N BAGHABARI. WEGOTIATIONS ARE
SCHEDULED TO BEGIN MOVEMBER 24.

T0. (SBU) EWROW INTERNATIONAL HAS PLACED AM
URSOL ICITED OFFER BEFORE THE POMER DEVELOPHENT BOARD TO
BRING N 168 MW OF EMERGEMCY POWER FOR 3 T0 § YEARS.

LLELES

~*

HiD=193822881117 EILER
THE CONPAMY IS FUSHING HARD FOR A QUICK DECISION ON THE
DEAL» WHICH WOULD DELIVER S8 MW BY APRIL: WHEN PEAK
SEASON BEGINS. IMDICATIONS FROM THE PDB ARE THAT ENRON
WILL KEED TO LOWER T3 PRICE TO HAVE ANY CHANCE OF
ACCEFTRMCE. THE UNSOLICITED MATURE OF THE PROPOSAL
MAKES |T HORE DIFFICULT FOR THE B0G TO ACCEPT AS WELL:
THE EMERGY SECRETARY IS NOT CURRENTLY A SUPPORTER DUE
IN PART TO' TRANSPARENCY CONCERNS.

21, (SBU) THE COVERNMEMT'S RURAL ELECTRICIFICATION
BOARD (REB) WILL SELECT & COMPANY IN MID-NOVEMBER TO
BUILD THREE 18 MW POWER PLANTS. SEVERAL 1.5. COMPANIES
ARE ON THE SMORT LIST. THE REB. DESIGNED AFTER THE
U.5. RURAL ELECTRIFICATION SYSTEMe WILL SELL THE POWER
T0 ITS CUSTONERS. THE REB HAS MUCH HIGHER PAYHENTS
RECEIVED TO GERERATION PROOUCED RATIOS THAM DO THE
OTHER BOG POVER COMPANIES.

BOTH SIDES NEED TO TALK

13, (BUN IT HAS BECOME CBVIOUS TO POST THAT
GOVERNMENT AMD (MDUSTRY PLAYERS KEED TO COMMUNICATE
HORE WITH EACH OTHER. COMPAKIES REMAIM IM THE DARE AS
T0 HOW DECISIONS ARE HADE WITHIK THE BUREAUCRACY: AND
AS A RESGLT THEIR FRUSTRATION LEVEL 15 HIGH: EVEN
THOUGH THE COMPANIES ACKNOWLEDGE THAT THE BAKGLADESH
BUREAUCRACY MOVES FASTER THAM INDIA'S. AT THE SAME
TIME: SOME OF THE COMPAMIES HERE RELY TDO MUCH ON THEIR
LOCAL PARTMERS: AMD A% A RESULT DO WOT HAVE THE “FACE
TIME™ WITH BURERUCRATS MEEDED TO BUILD MORE
URDERSTAMDING. ADD 10 THE MIX SOME MISSED DEADLINES
FROM TWO OF THE BARGE POWER DEALS: OXY'S BLOWOUT,
SANGU'S PERCEIVED COST OVERRUMS: PLUS CORCERNS RBOUT
URCLAS SECTION G5 OF EB DHAKA BE3481

SENSITIVE BUT UNCLASSIFIED

STATE FOR SASPAZ. EB/ESC. AND IMR/SASSOM

STATE PASS EXIMZAKE. OPIC AND TDA

USOOC FOR 4538 ITASAMESA/OSA: G098 ADVOCACY CENTE
DEPT OF EMERGY FOR TOM CUTLER .
TREASURY FOR OASIA

LOKDON FOR SUTPHEN

DUBLIN FOR EMERGY OFFICER

HAKILA FOR USED ADE AKD SCO BARNES

E.0. 17958 11/24/83
TAGS: EPET: ENRG: ECOM, BE
SUJECT: BANGLADESH: ENERGY SECTOR UPDATE

ABILITY TO PAY AS WELL AS THE POLITICAL DIMENSIONS OF

UNCLASSIFIED
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PRGE T OF ) HID=193832881117 BERdal AN
EXPORTS TO INBIL AND THE BOG'S APPREHENSIONS AND

DELAYS ARE AT LEAST UNDERSTANDABLE. |F WOT EMTIRELY
ENCUSABLE. THE POTENTIAL TECHWICAL COOPERATION FRON _,
THE USG AND THE ENERGY ROUNDTABLE SLATED FOR NEWT WOKTR
IK WASHINGTON SHOULD WELP. THE BDG'S ENERGY SECRETARY
WOULD LIXE TO INCREASE COMMUNICATION BETWEEW HIS

GOVERNMENT AMD THE CPERATORS, AMD HAS SCHEDULED

HEETINGS BERE: WHICH 15 A GOOD SIGH., GIVEN ALL THE
INVESTHENT AT STAKE, EASILY BETWEEM USD 1.5 T0 2.8

BILLION JUST FOR U,S. CONPANIES ALONE: BOTH SIDES HAVE
PLEMTY OF REASONS TO WORK THINGS OUT.

HOL ZHAM

Bl

L RiT ]

8IS
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CONFIDENXTIALDKAKA BTISST

FOR SA/PAB. EB/ESC: AND IHR/SA/SOA

STATE PASS EXIMBAMK: OPIC AMD TDA

WSDOC FOR 4538 ITA/ANESASOSA, 6008 ADVOCACY CENTER
DEPT OF EKERGY FOR ROZERT PRICE

TREASURY FOR OASIA

LOKOON FOR TUELLER

DUBLIN FOR EMERGY OFF ICER

HARILA FOR USED ADB AND SCO BARNES

E.0. 179%8: [DECL: B6/02/63
TALS: EPET+ EMEG: ECONe BG
SUBJECT: EMERGY SECTOR OVERVIEW

REF: Ab 57 DHAXA 7372

1. [Ub CLASSIFIED BY CHARGE D*AFFASRES THEODORE A.
NIST. RERSON: 1.5 @

1. W0 THIS HATERIAL SHOULD BE CONSIDERED BUSIMESS
COMFIDERTIAL AKD SHOULD NOT BE SHARED WITH PRIVATE
COMPANIES.

CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

#4

HID=193815381117 ma FLANT

B L

3 G} BANGLADESH HAS POTEINTIALLY LARGE GAS RESERWES
(38 T0 2@ TRALLION C UBIC FEET), AND HAS INVITED
INTERWATIOKAL OIL COMPAKIES TO WELP DEVELOP THOSE
RESOURCES. THE COUNTRY ALSO HAS & POWER SHORTAGE OF
SEVERAL HUDRED MEGAWAITS AND HAS FLUATED TERDERS
[WVITING PRIVATE POWER COMPARIES TO DELIVER GAS-BASED
ELECTRICITY UKDER BUILD-OWM-OPERATE @000 SCHEMES. HANY
[.5. COMPAKIES ARE WYING FOR MEW GAS EXPLORATION BLOCKS
R POWER FROJECTS: WHILE THREE U.5. COMPANIES ARE
CURRENTLY EXPLORIKG FOR NATURAL GAS UWDER EXISTING

CONTRACTS. [I:b}“}]

THE 1.5, TRROE AKD DEVELOPHENT AGEMCY HAS
CFFERED TO FURD A STRATEGIC GAS STUDY TO ASSIST THE BDG
IN DETERMINING BOW BEST 10 DEVELOP ITS WATURML GAS
PESOURCES. END SUMMARY,

EMERGY SECTOR OQUERVIEW

§, IC) BANGLADESR COULD POSSESS SICMIFECANT MATURAL
GAS RESERVES: WHICH HAVE ATTRACTED THE ATTENTION OF
HUHEROUS [MTERWATIORAL OIL COMPANIES [10CSI. WHILE
PROVEN RESERVES ARE OWLY 18 TRILLION € UBIC FEET (TCF).
WOST 1GCS BELIEVE BAMGLADESH HAS BETWEEM 18 AND 28 TCF.
AT CURRENT COMSUMPTION RATES. SUPPLY 05 ESTIMATED TO BE
SUFFICIENT FOR 38 YEARS. WHILE THE SHALL AMD RELATIVELY
UNDEVELOPED DOMESTIC Hum HAS AUCH ROOM TO GROW. 10CS
ARE PUSHING FOR EANGLADESH TO CONSIDER AMD APPROVE GAS
EXPORTS T0 INDIA OF ANY DOMESTIC SURPLUS. [{b]“ ]]

GAS SECTOR

CONFIDENTIAL
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5. #C1 CURRENTLY. EFGAT OF THE COUNTRY'S 23 GAS BLOCKS - .

ARE UNDER CONTRACT: BLOCKS 127+ 13 AND 14 TO OCCIDENTAL
PETROLEUM (WHICH HAS UWOCAL AS & 58/59 PARTMER: 0XY 15
CURRENTLY THE OPERATOR): BLOCKS 15 AND U6 70 A

CORSORTIUM OF CAIRM EMERGY MKl AKD ROYAL DUTCH SRELL:

BLOCKS 17 AND 13 TO OKLAMD OfL: A SHALL U.5. EWPLORATION
COMPANY: AND BLOCK 22 TO UNITED MERIDIAN OF THE 1.5,
OELAND AND UMITED WMERIDIAM ARE M THE ERELY STAGES OF
THEIR WORK PROGRAMS AND ARE PRIMARILY PERFORMING 5%(SHIC
WORK TO HELP THEM SELECT WMERE TO DRILL FIRST. WHICH
THEY HOPE WILL BE SOMETIME IM 1995. CAIGN. SHELL AND
U5, COMPANY HALLIBURTOR/BRONN AND ROOT HAVE EMTERED
[NTO AN AGREEMENT TO DEVELOP AN OFFSHORE GAS FIELD IM
THE BAY OF BEWGAL. DELIVERY OF GAS FROM THAT FIELD:
CALLED SANGU: COYLD TAKE PLACE IM MID-JURE 1998, THE
THREE COMPRNIES HAVE IMVESTED APPROXIMATELY $245 MILL 10N
IN SANCU. WHILE CONSTRUCTION OF THE WELL: FIPEL INE: AND
FROCESSING PLANT ONSHORE HAS GOME WELL: THE COMPARIES
HAVE BEER FRUSTRATED [(h:l{1 }]

G. G} OCCIDENTAL 1S HAVING PRCSLEMS WITH THE BDG AS
WELLe LARGELY DUE TO A GAS BLOWOUT IK JUNE 1937, AHD A
GAS LEAK 1N APRIL 1993 (AT SEPARATE LOCATICNS IN THE
REGION OF SYLRET IN THE MORTHEAST OF BANGLADESHI. THE
BLOWDUT RND (TS REPERCUSSIONS KEPT THE CONPAMY FRON
HEETING SOME CONTRACTUAL OBLIGATIONS UNDER 175 WORK
PROGAAM. AND 175 APPLICATION FOR AN EXTENSION OF ITS
CONFRACT HAS BEEM PEMDIMG SINCE THE FIRST PHASE EXPIRED
IN JANURRY 1938, 0XF'S WOES WEAE COMPOUNDED IN MAY 1998
WHEN A FORMER COMTRACT EMPLOYEE MADE REMARES IMPLYING
THAT A GOOD MEASURE OF QXY'S PROBLEMS EXISTED BECAUSE
THE COMPARY FAILED TO PAY BRIBES. THE AMBASSADOR AND
OTHER USC OFFICIALS WAVE SUPPORTED OCCIDENTAL®S BID FOR

AN EXTENS |G- [(b](‘l }]

ARY CRNCELLATION
WOULD LIKELY BE FOUGHT IN THE COURTS BY OKY, AMD WOULD
HAVE AN ADVERSE AFFECT ON OTHER 10C'S DOING BUSINESS OR

HID=139815201117 | I EAL

gt

HiD=19%E15381117 Br1an4
CONTEMPLATING DOING BUSINESS M BRSGLADESH.

POWER SECTOR

1. W] BANGLADESH DOES MOT GEMERATE SUFFICIENT
ELECTRICITY TO HEET |75 MEEDS: WITH RN ESTINATED
SUPPLY-DEMAND CAP OF SEVERAL HUMDRED MEGAWATTS o,
INSTALLED CAPACITY {5 2983 MW. BUT ACTURL OUTPUT 15
APPROXIMATELY 128 MW. DEMAKD |5 ROUTIKELY AT LEAST
T80 TO 2409 MW, WITH LORDSKEDDING HINDERING |NDUSTRY
AGRICULTURE AKD COMMERCE. ONLY ABOUT 15 PERCEMT OF THE
COUNTRY"S 127 MILLION PEDPLE HAVE ACCESS TO
ELECTRICITY. THE COUKTRY'S POWER DEVELOPMEMT BOARD
(FOB) |5 CURREMILY RESPONSIELE FOR ALL GEMERATION AMD
MOST OF |TS TRANSMISSION AND DISTRIBUTION. SERVICE AHD
DELIVERY ARE POOR: HOWEVER: AND MON-TECHNICAL SYSTEM
LOSS (1.E.« TREFT) IS AROUND 35 PERCENT.

8. (G} THE SECTOR"S FROBLEMS LED THE BOG TO OPEN THE
POWER SECTCR TO INDEPEWDENT POWER PRODUCERS (IPPSI [N
RECEMT YEARS. THE ADG WOW HAS SEVERAL OUTSTANDING
TENDERS FOR GAS-POWERED PLANTS WHICH: WHEM COMPLETED:
WILL PRODUCE ABOUT 1388 MW, RES M%) |S CURREMTLY

MECOTIATING WITH THE BOG OM A X6 MW PLANT TO BE BUILT:
OWNED AMD OFERATED BY AES. AKD 15 ALSO AWAITING
BOTIFECATION TO WEGOTIATE WITH THE BOG FOR A 450 MW
PLANT, THE BDG HAS ALSO SICNED CONTRACTS WITH FOUR
CONPRNIES TO BUT BARGE-MOUNTED POWER FOR FIFTEEN YEARS:
TWD OF THE CONPRNIES: SMITH COGEMERATION AMD NEW EMGLAND
POWER: ARE FROM THE U5 AND A THIRD. WARTSILA OF
FIMLAMD. 15 IN EQUITY DISCUSSIONS WITH COASTAL POWER OF
HOUSTON. MIDLAMDS (U.K. BUT OWMED BY CIMERGY OF THE

. 5.1 MAS THE LOW BIODER ON A 108 HW GAS PLANT IN
NESTERN BANGLADESH. BUT HAS WOT YET BEEN IKVITED TO
HEGOTIATE. UNOCAL HAS PROPOSED TO BUILD REOUT Jo0 MW AS
PART OF ITS WESTERM REGICH INTECRATED PROJECT. WHICH
WOULD DEVELOF THE COUNTRY'S ONLY GAS FIELD IN THE WESI
AND BUILD PIFELINES TO HOVE GAS WESTWARD TO FUEL SEVERAL
SHALL AND MEDIUN-SIIED PLAMTS. UMOCAL WAS MOT YET BEEM
AMARDED A CONTRACT TO CARRY OUT [T PROJECT, HOWEVER.
END THE BOG |5 DELYBERATIMG OM HOW TO HANDLE THIS

UNSOL [CATED PROJECT: WHICH SHELL AWD OTEERS HAVE OFPOSED.

H0W TO PAY FOR THE GAS

9. Ll GAS COMPANIES SHARE 10CS CONCERNS ABOUT THE
BOG'S ABILITY TO PAY TEEW FOR THEIR POWER: THE CONTRACTS
BEING NEGOTIATED CALL FOR IPP*S T0 BE PAID IK DOLLARS.
THE BOG HAS REALIZED IT COULD BE N SERIOUS FOREICN
EXCRAMGE DIFFICULTIES IF IT PAYS FOR ELECTRICITY IN

CONF IDENTIAL
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DOLLARS BUT RECEIVES LOCAL CURRENCY FROM DOMESTIC
CUSTONERS: UNLESS CUSTOMERS ARE ABLE TO USE THEIR
ELECTRICITY TO GEMERATE EXPORTS. WEILE THE COUNTRY HAS
A GROWING GARNMENT EXPORT SECTOR. (15 ABILITY TO PRODUCE
MORE FOREIGH EXCHANGE WITH MORE ELECTRICITY IS UMCERTAIN
ITHE SECTOR I3 HARD HIT BY LOADSHEDDING: RCCORDING TO
FRESS REPORTS). BAMCLADESH'S PAYMEMT DILEMMA 15
COMPOUNDED BY 1T SYSTEM LOSS, WRICH MERNS THE FDB
RECEIVES ONLY 68 TO 65 PERCENT OF PAYMENTS FOR POWER
PROGUCED. AMD BY EXISTING PRICE STRUCTURES WHICH FAIL TO
COVER TRUE COSTS OF PRODUCTICH,

BUSEAGCRATIC OVERLOAD

[(B)(1)]

IDA STRATEGIC GAS STUDY

1L 00} THE .5 TRADE AMD DEVELOPHENT AGEMCY HaS
OFFERED TO FUND A 3408, 008 STRATEGIC CAS STUDY 10 HELP
BOG OFFICIALS BETTER UNDERSTAMD THE DIFFEREKT CPTIONS
BEING PRESENTED TO THEM BY 10CS AMD IPPS. WITH A VIEW T0
HAXIMILING BANGLADEZH'S BEWEF TS FROM (TS POTENTIAL
NATURAL GAS RESOURCES, TERMS OF REFEREMCE [TOR) WERE
ORAFTED AND GIVEW To THE EDG IN FEERUARY 1938; THE BOG
CAVE THE TOA ITS SUGGESTED CHAMGES TO THE TOR OHLY OM
HAY 31,

PROSPECTS FOR US. COMPANIES

1L 0 4.5, COMPAMIES ARE WELL-POS|TIONED IN BOTH GAS
AND POWER. THREE CF THE FOUR CURRENT EXPLORATION

COMPARIES WITH BLOCKS ARE U.S.-BASED: AND OCCIDENTAL™S
BLOCKS (ASSUMING IT KEEPS THEMI ARE CONSIDERED BY HAMY
10 BE THE BEST IN THE COUNTRY, SEVERAL MAJOR 1.5,
COMPAMUES: INCLUDING CHEVROM: TEXACO. UMOCHL, MOBIL.
ENEON AKD UTP RAVE BID ON BEOCKS FOR THE SECGND BID
ROUND: AND WHILE MOT ALL WILL WIM: 1T IS LIKELY THAT
SOME WILL SE SUCCESSFUL. IN POWER. AES AND UNCCAL WILL
LIKELY MAKE 1T TQ THE MEGOTIATING TABLE. AND THE POWER
B4REES WILL PROBABLY ND UP HAVING SOME U.5. EQUITY.
.5 OIL AND GAS SERVICE PROVIDERS WILL LIKELY END UP
SERVICING THE EXPLORATION COMPAKIES, WRILE DOWNSTREAN

CONFIDENTIAL

DEPT TREASURY COMCEN
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KiD= 199215301117 B11414
ACTIWITIES ARE VERY LUMITED, 1.5, COMPANIES MOBIL: EXXN
AND CALTEX RRE TRYIG TO |MCREASE THEIR INVOLVEMENT IN
LIGUID PETROLEN GAS PROCESSING, U.5. ECONOMIC AND
COMMERCIAL INTERESTS ARE OVERWHELMENGLY N THE GAS AND
ENERGY SECTORS RIGHT NOW. GIVEN FAVORABLE GOVERKHENT
DECISIOKS: THEY COULD LEAD TEE WAY IN BANGLADESH To
FURTHER INDUSTRIAL |ZATION AND HIGHER ECONOMIC GROWTH.
HIST
)
11597
EASH
HAKN
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WELL AS THE DIESEL UNIT N SABAMA DE LA MAR. TEESE KT ONE WOULD ROTICE,* [(b}(;”]

UKITS HEVE AR INSTALLED CAPACITY OF 5TIMW, WITH SOME
443NV BELIEVED TO BE FUMGTIONAL.

THE GAS TURBINES PURCHASED FROM SIEMENS AND GEC-ALTHROM
PRIOR TO THE MAY 1992 ELECTIONS ARE (MCLUDED N THE
ASSETS DISTRIBUTED TO THE TWO CEMERATION COMPANIES AMD
CONTRIBUTE & SUESTANTIAL PORTION OF THE VMALUE OF TRE
TWO PACKAGES,

UHCLAS SECTION B2 OF B3 SANTD DOXINGO BEIITT

LA PAL FOR AHEASSADOR ERINAK
SENSITIVE
DEPT PASS OPIC FOR M.PEREIRA AND M. MORHEIMER

USDOG FOR J134/USFCS/010/w8/RD
USDOC FOR 4322/ 1TASIER/WR/ONCE/S IEGELMAN

E.0. 17958 WA

TAGS: ENRG EIMV PREL DR

SUBJECT: CDZ GEMERATION UMITS CAPITALIZED

WHEN THEY GET IT

6. (SEU0 WO DATE HAS BEEN SET FOR THE FORMAL HARD-DVER
OF THE COE GENERATION COMPAMIES: ALTHOUCH THE WINNERS
ANTICIPATE IT WILL TAKE PLACE IN T MONTHS. THE TwO
CONSORTIA ARE THEW REQUIRED TO PUT AN ADDITIONAL 188 M
0N LUNE WITHIN 17 MOMTHS OF THE TURM OVER. CONSORTIA

REPRESENTATIVES COMMENTED 1O ECONOFF THAT IT MAY BE
FASTER: CHEAPER AND MORE EFFICIENT TO SIMPLY SCRAP SOME
OF THE EXISTING CNITS RATHER TEAN TRY TO UWPGRADE THEM.

W I TRER COE

7. (GBUY COE- FOR THE TIME BEING: WILL RETAIN THE
RATIORAL TRANSHISSION SYSTEM AND 175 EYORD GEMERATING
UNITS. MUCH VORK REMAINS RHEAD IN BREAKING DOWH (TS
EXISTING STRUCTURE TO SPIN OFF THE FIVE CAPITALIZED

CHOMIES. [()(4)]

. (GBY COE CURRENTLY WAS 8,583 EMPLOYEES OF WHOM OME
[P SOURCE COMMENTS: “YOU COULD FIRE 3,288 TOMORROW AMD

Ly

ENRON 1N A PICKLE

9. W) EMAON RS HAD B PARTICULARLY INTERESTING BOLE IN
THE RUM UP T0 THE CAPITALIIATION, A5 REPORTED REFTEL
A THE IPPS BAVE PUT IN LONG HOURS THIS WEEK IN
NECOTILTIONS WITH THE CREP AKD CDE ON WET AMDTHER
“FINAL® VERSICN OF TRE SO-CALLED DEFINITIVE ¥OU: WHICK
WILL GUIDE THEIR RELATIOKSHIP WITH THE MEW DISTRIBUTION

COMPANIES. [{ b] (4}] -

REPRESENTATIVES REPORTED TO ECONOFF THAT THE
HECOTIATUONS FINALLY EWDED AT 1:18 AN OM MAY 13. T
IPP'S SIGKED AT THAT TIME. WAILE THE REST DECLINED TO
SIGH PEKDING PERSONAL MEETIMGS WITH COE ADMINISTRATOR
SEGURR

[(R)(4)]

11. [58U1 AS WOTED ABOWE. THE LAST OF THE IPPS SICNED
THE DEFINITIVE HOU AT 5:3F PM. A MELF HOUR BEFGRE THE
CAPITALITATION CEREMOKY WAS T 3‘“‘-[[!:}(4)]

GIVEN TEAT SMITH-ERR0N WAS
ULTINATELY WOT SUCCESSFUL IN FINALLTING ITS
RATIF (AT 10N AREEAENT 1 o WHICH WILLy 1N THE
VORDS OF OME ENRON .
VRESTLING:* ENRON'S ROLE IN THE SEABOAZD CONSORTIUM NeS
RRRDLED VERY QUTETLY,

[INCI ACSIFIEDN
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CHVEAT (51 =
HAHDLE ViR

RCTIOR = [TRSIBOLCThe Gl (00w LD CLFe THE G0N+ DKL 4100 ITF 604 4TT (1D

OUME CL) o QE CIN e SEN (= o B0 (11 AR T L1 TLD
C8C = Aam

00 RUEATRS

OE RUEHDG #2377/81 L3T1L0L

INE OO TIH

0 171111 HAY 98

FH AHEMBASSY SANTO DONINGD

10 AUEMC/SECSTATE WASEDC IMMEDIATE 4368
IKFQ RUEHPU/AMEMBASSY PORT MU PRINCE 1586
RUEHLP/AHEMBASSY LA PAI B168
RUCPBOC/USDOC WASHDG

ET

UHCLAS SEEIEUH Bl OF B SMIN DOHINGO 882377

LA PAZ FOR AMBASSADOR HRINAX
SEMSITIVE

DEPT PASS OPIC FOR M.PEREIRA ARD M. KORKE|MER
USDOC FOR JLI4/USECS/Q10 M/RD
USOOC FOR A322/0TAJIER/WE/OMCE/ S| ECELMAN

E.0. 12938 H/A
TAGS: ENRG EINV PREL DR
SUBJECT: DE GENERATION UNITS HFIW. iIED

REF: A SANTO DOMINGD 2334 B. SANTO DOMINGO 1957

1. M0 SENSUTIVE BUT UNCLASSIFIED. PROTECT
ACCORDINGELY.

1. M) SUMMARY: THE TWO CEMERATION UNITS OF THE STATE
POWER COMPANY: CORFORATION DOMINICAKA DE ELECTRICIDAD
{LOEVs WERE CAPITALIZED OK MAY 13 FOR A TOTAL OF
US§322.2 MILLION.  U.5. IKOEPEKDEMT PONER PRODUCERS
(IPPS) ALREADY REPRESEMTED IN THE DOMINICAN REPUSLIC
VOTED OH THE FUTURE PROSPECTS OF THE DONINICAN EMERGY
SECTOR: COASTAL POWER CONPANY: JOINING WITH CHILE'S
GENER S.A. (N THE NEW CARIBBEAN INVESTMENT CONSORTLUM:
WILL TAKE OVER THE ITABO GENERATION COMPANY WelILE THE
SEABOARD CORPORATION: FRONTING FOR ENRON INTERNATIONAL
ANORGST OTHERS: WILL TAKE OVER THE NAINA GENERATIOK
CONPANY. WO DATE HAS BEEN SET FOR THE FORNAL RAND-OVER
OF THE COKPANIES: ALTROUGH THE BIDDERS ANTICIPATE IT
WILL TAKE PLACE M TWO MONTHS. THE SUCCESSFUL
CAPITALIZATION OF CO IS A VERY REAL ACCONPLISRNENT FoR
PRESIDENT FERNAKDEZ AND KIS ADMINISTRATION,

END SUMRARY, |
Q‘/r"}ia i

HiD=139513768316 e

HI0=1395137 86915 ey

SECOND STEP IN CAPITALIZATION

3. 0 TEE SECOND STEP IN THE CAPITALIZATION OF COE
TOGK PLACE IN A TELEVISED MAY 13 CEREMONY, THERE Was
LITTLE DRAMA LN THE FROCEEDINGS AS IT WAS KNOWN IN
ADVAKCE THAT TW0 BIDS HAD BEEN RECEIVED FOR THE TwD
COMPANIES, THE REAL DRAMA OF THE DAY TOOK PLACE OFF
STMGE WITH THE LAST OF THE IPFS RE-SIGNING THE
DEFINITIVE HOU WITH TEE COMISSION FOR THE REFORM O
PUBLIC ENTERFRISES ICREP) AMD CDE A HALF HOUR BEFORE
TRE PUBLIC CERENDNY WAS TO BECIN.

THE WINERS KRE...

4. @) THE KEW CARIBEEAN INVESTHENT COMSORTIUM:
COMPRISED OF CHILE'S GEMER S.A. AKD THE U.S.-BASED
COASTAL POWER COMPANY: SUSMITIED A SINGLE WIRKIKG 81D,
OF USERIT: 772777 FOR GENERADORA ITABO: 5.A. THE
SEABOARD CORPORATION. FROKTIMG FOR A CONSORTIUN WHICH
IKCLUDES EEON INTERMATIOMAL AND THE COMMONYEALTH
DEVELOPHENT CORPORATICN AS MWELL AS LOCAL IKTERESTS:
PLACED BIDS ON BOTH GENERATION COMPANIES BUT ACOUIRED
GEMERADORA HAIMA: 5.A. WITH & USS144.5 HILLION BID.
THE TOTAL B1DS WERE USYES.5 MILLION OVER THE MINIMUN
REFERENCE PRICES SET FOR THE GEMERATION UNITS
(SEABORARD'S EID ON HRINA WAS ONLY US21.3 MILLJOW OVER
THE USE143.1 MILLION REFERENCE PRICE).

WHAT THEY GET

5. W0 THE WIKHIMG BIDDERS ACQUIRE S8 PERCENT OF THE
SHRRES AND MAMAGEMENT CONTROL OF THE TWO HEW

GENERATION COMPAMIES IN EXTHAMGE FOR THE INVESTHENT IN
THESE CONPAMIES OF THE PLEBGED USEIZL.T MILLIOH. COE'S
HON-HYORO CEMERATION ASSETS HAVE BEEN SPLIT BETWELN THE
THO CONPANIES AS FOLLOWS:

GENERADORA HAIMA: S.A.: RECEIVES TRE FOLLOWING THERMAL
GENERATION UKITS -~ HAINA 12 2 3: 4 AKD 5 PUERTO
PLATA | AMD 7: BARAHOMA AND SAN PEORD DE MACORIS. THIS
COMPANY WILL ALSO RECEIVE THE GAS TURBIRES OF KAINA-
GAS: SAN PEDRD AND BARAMONA AS WELL AS THE DIESEL UN1TS
[N MAMIANILLO AMD PEOERNALES. THESE UNITS HAVE AN
INSTALLED CAPACITY OF G63.9MW BUT OMLY 241K OR 36
PERCEMT, OF THAT CAPACITY IS MOW FUNCT1ONAL.

GERERADORA 1TABO. 5.A.: RECEIVES THE FOLLOMIMG THERMAL
GEHERATION UKITS -- TABO | AND T: ARD SRNTO DOMIKGO &
AND B. 1T WILL ALSO RECEIVE THE GAS TUREIMES ITABO 1:
1 AMD 37 SAN PEDRO 4 AND 5. AND TIMBEGUE | AKD 7 AS

HMPLACCIEIEN

16715341
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COKHENT

UNCLAS SECTION 81 OF 83 SANTO DORINGO 882377
LA PAL FOR AMBASSADOR HRINRE
SENSITIVE

DEFT PASS OPIC FOR H.PEREIRA AMD M. HOMHE |HER
US0OC FOR J134/USFCS/0L0/WH/RD
USOOG FOR 4377/ ITASIEP/VHIONCR/SIEGEL HAN

E.0. 12958: H/A
TAGS: ERRG EINV PREL DR
SUBJECT:  CDE GEMERATION UNITS CRPITALIZED

12. (SBU) THE CAPITALIZATION OF COE SHOULD BE
CONSIDERED A REAL SUGCESS FOR PRESIDENT FERNANDEL AND
KIS ADMIKISTRATION, WE PLAM TO SEND OUR
CONGRATULATIONS TO KIN. ONE EBULLIENT DOINICAN PP
EMPLOYEE CALLED ECONOFE THE MORMING AFTER THE
CAPITALIZATION TO ASKs "DO YOU REALIIE THAT WITHIN 18-
24 MOKTHS, BLACKOUTS HAY BE A THING OF THE PASTI™ THIS
N rhcsupposes ThaT THE 19PS MILL FOLLON THROUGH QUiCELY

S TITH THETR TWTESTRENTS M0 THAT COF TISELF INUES ‘{/
sua “_sm‘riilrmmm| “TOE PROBLEM:
“NOVEVER, TS AWOTHER SYEP CLOSER 10 AESOLUTION AND THE

DOHINICAR fl:mumr A5 B WHOLE WILL BE THE WINNER.

WATT

Bt

R

1902

o

r"l"'l-l-."."..——l—
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H10=1333187 00485 #3458

ACTION = [TRSTEFD (1) GO UL« 1ADBLNF, [BROII1) » 108 010 ¢ 10C WV APOBAN)

IWLChra LTT CRD 2 003 SEN =10 U0 1)
(RC = F980

00 RUEATRS

OF RUEHDG E1898/81 1872221

INY COCCC 210

O 1722020 APR 94

FN AHEMBASSY SANTO DOMIKGO

T0 RUEHC/SECSTATE WASHDC IMMEQIATE 5741
IKFO RUEHPU/AMERERSSY PORT AU FRINCE 8745
1)

CONFIDENT! AL SECTION 81 OF 82 SANTO DOMINGD B@1308

E.0. 17958: DECL: BAS16/2003

TAGS: EMRG- IR

SUBJECT:  SWITH-ENRON: SECOND MEDIATECN SESSION K0T
KELD

REF: A, STATE 63977, B. SANTO DOWINGO 1672

(0 CLASSIFIED 8Y LINDA E. WATT: CHARGE 0'AFFAIRES
A 1,7 BEASOM: 1.5,

1 ) SUMMARY:  SNITH-ENRON |5 CONTEMPLATING ISSUING
A SUSPENSION BOTICE TO SHUT THEIR ELECTRIC POMER
GEMERATENG PLAWT DO BEFORE THE MAY 16 ELECTIONS WHICA
COULD BAVE A SERIOUS IMPACT BOTR ON THE ELECTIONS AND
THE COMPANY'S LOKS TERM RELATIONSHIP WITH THE FERNAMDEL
COVERNMEMT. THE SECOMD MEETINS IN THE MEDIATION
PROCESS SPONSORED BY THE WORLD BANK/IMTERNAT|OMAL
FINARCE CORPORATION: SCREQULED TO TAKE PLBCE ¥ SAKIO
OOWENGD ON MAY 15, WAS NOE BELD. WHILE CORPORACION
DOMINICANA DE ELECTRICIDAY MDEN ib}&‘lg}ﬁ]"

ASSURED EMBOFFS THAT COE woulD TARE A R BLE
APPROACH M THE TALKS: SMITH-ENRON COUNTERS THAT A CDE
PROPOSAL TABLED APRIL B SEEKS TO MOVE THE PROCESS BACK
T0 "GROUND IERO™ AMD T0 RAISE NEW ISSUES, AN EMBARGO
{MPOSED AGAINST SMITH-ENRCN [N A& DONIHICAK COURT HAS
CIVEN COE & REASON NOT TO HWAKE A PROMISED PATMENT. THE
COHPANY HAS ALSO RECEIVED A SECOND STUMNING BLOW WITH A
USI1E HILLION AMARD AGAINST IT 8Y & LOCAL ARGITRATION
PAMEL. EMD SURNARY.

1. 1K) ENBOFFS CALLED ON gb (1)]
o0 APRIL 35. [(D)( 1 J{SURED EMBOFFS THAT COE
WOULD TAKE A REASONABLE APPROACH IN ITS NECOTIATION
WITH SHITE-EMRON. HE SAID THAT CMLY A FEW ITEWS REMAIN
FOR MECOTIATION. WEEN ASKED IF THE SECOND MEETING IN
THE IFC-SPONSORED MEDTATION FROCESS WOULD TAKE FLACE,
[{b]“ }] THAT HE HAD HEARD XOTEIMG FROM SHATE

CONFIDENTIAL 75

DEPT TREASURY COMCEN W
PH 622-2222 RM 1121/MT e

g
HiD=13881 0701405 FLE LT
ENRON OR THE IFC AMD WAS WAITING FOR SNITH-ENAON 70

WOUE. HE ASSURED EMBOFFS THAT HE WASHED TO AVQID
CONFLICT WITH THE U.5. POWER GENERATORS.

HEDIATION AT & STANDSTILL

3.0 SHITH-ENRON, HOVEVER: WAD A DIFFERENT TALE TO
ELL[(b)(6)]

CONTACTED THE EMBASSY O APRIL 16 TO REQUEST &N URGENT
MEETING WITH CHARGE. E€CO/POL COUNSELOR AMD ECONOFF

ALSO PARTICIPATED. [(b)(4) , (b)(6)]

HO PRYRENT HADE

[(b)(4) , (b)(6)]

THAT 4
PLAINTIFF IM A LOCAL LEGAL ACTION AGAINST SNITA-ENRON
[(b)(6)] HAS WAMED ANY CONPAMY WITH ng:b ga}]
NAME N IT IN THE ACTION: CATCHING SITH-ENRCH IN' TE
MET. THE JUDGE IN THE CASE MOVED LAST WEEK TO ENBARGO
ALL PAYMENTS 7O SMiTH-ENRON.

[(b)(4) . (b)(B)]

A SECOND HEARING IN THE CASE WILL GE HELD OF
APRIL 28 AN [(I) (GHPORTS THE CONPANY BELIEVES 1T
HAS. SUFFICIENT GRONDS TD PETITION TRE JUDGE 10 REMOVE
TRE EMBARGO. THIS MAY WELL ORAG OUT, HOVEUER FUNTHER
EXACERBATING THE FINAKCIAL DRAIN OK SHITH-ENROK.

COANFINENTIAI

i
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PAGE 82 OF B2 MiD=19931670465 (T R b
CORMENT
AND YET ANOTHER BLOV A [(b)(1)]
5. ©[(D)(B)] INFORMED CKARGE THAT THE PANEL N A
SECOND ARS1TRATION PROCESS INVOLVING SHITH-EXRON AND A
HOTEL IN PUERTO PLATA NADE AM AWARD IN THAT CASE LAST
WEEK, THE PANEL AVARDED THE PLAINTIFF RDS1EI MILLION
IN DAKAGES PLUS INTEREST PAYNENTS AND LEGAL FEES. THE
CONF I DENTLALSECTION 82 OF 32 SANTO DONINGO 881898
E.0. 12358 DECL: §4/16/2883
TAGS:  ERRG: DR
SUBJECT: SNITH-ENRON:  SECOND MEDIATION SESSION HOT
KELD
REF: A, STATE 65917: 8. SNTO DOMINGD 1872 Bl
#1899
TOTAL AWARD 1S APPROXIMATELY USE20 MILLION. AN ENRON F3B0
LEGAL TEAN IS IN SANTO DOMINGO CONSIDERING THE RESPONSE KN
T0 THE AVARD.
NEXT STEPS
[()(1) , (b)(4) , (P)(B)]
IS THUS SEEKIKG A MEETING WITH THE PRESIDENT AND SAID
HE MAY APPROACH THE ENBASSY TO REQUEST ASSISTANCE IN
PURSUING THE RPPOINTNENT. THE CHARGE ASSURED HIN THE
ENBASSY WILL PROVIDE ASSISTANCE.
[(b)(1)]
CANFINFNTIAI

NiD=1333107 67485

243459 nma
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CAVEAT 15) =
HAKDLE WIA

ACTION = CTRSNEPD (1) +G 41+ 1ADB (114 IBRO C1+ 1CH 11+ OB (L 10ELL)
ADD L DL 00 LT 0 C0 o OIS €00 QG C41 SEM -0 0 U0 XAA LT L 14T

CRC = C722

PP RUEATRS

DE RUEHC #5377 1837033

INY CCECC TIB

PR VIIEINT APR 93

Fi SECSTATE MASHOC

TO RUEHDE/ AMEMEASSY SANTO DOMINGO PRICRITY 5851
INFD RUEHPU/AMERBASSY FORT AU PRINCE 4131

L)

CONFUIDENT I AL STATE 53977

E£.0. 17958 DECL: 4/14/80

TAGS: ECON EPET DR EMRG

SUBJECT: CDE SHITH-ENRON NEGOTIATIONS AT WORLD BAMK
8EF: {0 53 SANTO DOMI 1671 (B} 38 SANTQ DONI 1665

CLASSIFIED BY: WTMCHANUS: ACTING DIV CHIEF EB/ESC/IEC/ERC
REASON 1.5 @

1. 1) OEPASTHENT APPRECIATES EMSASSY'S TIRELY AND
INSIGHTFUL REPORTING ON THE SMITH-ENRON ELECTRIC POMWER
FLAMY INVESTNENT RISPUTE. THE SMITH-ENRON NSSUE (THE
FLAKT FRODUCES TWENTY FIVE PERCENT OF THE DORINICAN
REPUBLIC'S ELECTRICITY) HAS RESONANCE WELL BEYOMD THE
TERMS OF THE CONTRACTUAL DISPUTE. EMBASSY 1S COMMENDED
FOR 175 SICCESSFUL EFFORTS TO MITIGATE: AMD 1N MANY CASES
TO PREVENT: FALLOUT FROM THE SMITH-EWRON FOWER CRISIS
FROM AFFECTING OTHER U.5. INVESTHENTS AND THE OVERALL
PRIVATIZATION OF THE CORPORACION DOMINICARA DE
ELECTRICIDND ICOED.

LU0 AT EMBASSY'S AECONNENDATION, DEPARTMENT RECEIVED
siTd-evon's [(b)(6)) N

VASHINGTON APRIL 3. [(b)(4) , (b)(6)]

2248
o

[(B)(4) ., (b)(8)]

FURTHER CONPLICATING THE SITUATION, AN
IHTERNAT[ONAL ARBITRATION PAWEL 1N MEXICO HAS WOW HEARD
THE SHITH-ENRON COE DISPUTE IGENTERING ON ADDITIONAL BACK
FAYMERTE) WITH & POTENTIAL JUDGEMENT, ACCORDING TO
[(D)(BX} a8 miLLion pocLass E1TaeR vay.)

[(B)(4) , (b)(8)]

¢[(b)(1) ., (b)(4) , (b)(6)]

G, THE MEXT ROUND OF TAckS: SET FOR APRIL 16 IN SANTO
DOMINGD: WILL BE INSTRUCTIVE.

AL BRI GHT
i

Ban
(a
LLEL]

CANFINENTIAL
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spnapnenanpeninegunnn1
INMEDATE CONFIDENTIAL
DEPT TREASURY COMCEN { Ly /{3’ CE.

PH 622-2222 RM 1121/M y

PAGE B1OF B2 WID-13389040010 MEted 3119881 HID=193:038M218 BABBGE  J1/1988L
CAVEAT (30 = INVDICE AND CONTINUES TQ STATE IT WILL ASSESS THE

RANDLE Vi DISPUTED PEMALTIES AGAINST SITH-ENRON. 1T HAS ALSO
ACTION = [TRSIEPD (1) «C1 (1)« I6RD (1), 10814 10 (1), 10D (1} IKLL) PRESENTED SHITH-ENAON WITH A BILL FOR CERTAIN BANK

IT1 (0 +C (1) o SEN Q-0 U0 11D = CHARGES WI(!H[{b}{EﬁAT[S ARE COMPLETELY GUTSIDE THE
CRC = 147C CONTRACT.

00 RUEATRS LW [(W{ IHPWIS SHITH-enmon 15 Now oveR [(D)(4)]
0OE RUEHDG #1685/8]1 B981359 1N OEBT T0 175 FUEL SUPPLIER: ENRON FUELS

INY CCOCC LIH INTEANATIONAL. OM APRIL 7+ IT WILL GO OVER THE 188 DAY

0 31135H e T PAYNENT PERI0D SPECIFIED I ITS NEV AGREENENT WITH THE

A mmsm“/ IFC.

10 RUENE/SECS BIATE 9497

INFO RUEHPU/ANERBASSY PORT MU PRINCE 8783 [(b)(4) , (b)(6)]

BT

CONFIDENTI ALSECTION 81 OF B SANTO DONINGD BB1GE5

E.0. 179%3: OECL: 83/31/2883
TAGS: EMRG: OR
SUBJECT: SMITH-ENRON: BATTLES WITH COE CONTINUE

REF: SHATO DOMINGD 1972 R
CDE THREATENS A TRKE-OVER

W) CLASSIFIED BY: LINDA E. WAIT: CHARGE D'AFFAIRES  seeemmoceccccccsmmaeees
A l.o BEASON; 1.5 D0,
[(b)(1) , (B)(4) , (b)(E)]

1. [Ch SUMMARY: THE FIRST WORLD BANK-CHAIRED MEDIATION

TEET G BETWEER 3AITH-ENRON And IHE CURPOSACEDY
DONINICANA DE ELECTRICIDAD [GDE) 1S SCHEDULED TO TAKE
PLACE APRIL 2. THE DISPUTE DETAILED IN REFTEL
CONTINUES: HOMEVER: WITH SHITH-ENRON CONSIDERING
[(b)(4)] CDE HAS ¥ET T0
HAKE ANY PAYMENT ON THE JANUARY INVOICE DUE MARCH 18
AND SHUTE-ENRON 15 Now oUER [(D)(4)] 1w peslio.

“11S FUEC SPLIER. [()(4) , (D)(6)]

[(R)(4)]

APFEARANCES N ADVANCE OF THE MEDIATION

[(0)(4) , (b)(E)

CONF IDENTIAL
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PAGE 81 OF 87 KiD=193503080610

[(B)(4) , (b)(6)]

[(R)(1)]

L]
#1685
ic
LLEL

CONFIDENTIAL
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PH 622-2222 RM 1121/MT

fHEsed 31/13551
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IMMED [ATE

CONFIDENTIAL ek ol )

PRI
DEPT TREASURY COMCEN Fog A g
PH 622-2222 RM 1121/MT ; ,\?-
PAGE 0L OF 82 MID=19924642197 Mo el HI0- 19382462137 mests A2
CAVEAT ) = [(b)(4) THE ENRON MEGOTIATING TEAN
HARDLE Vi WS LED B [(b)(6)] ENROH

ACTION = [TRSIBOI (L1a CIO LYo EPD (102G (114 IBRD 1110 108 111, 1DG D)
D0 C10 o HPRB A1) ML LD NTH CHO ITH N0 OIMF OV QG 1112 SEN -1, 00 010 -
(RC = 1Aad

00 RUEATRS

OF RUEHDG E4388/B1 146106

INY COCCC 124

0 0320461 SEP 98

FH AMEMBASSY SANTD DONINGD

T0 RUEKC/SECSTATE WASHDC IMMEDIATE 1383

INFQ RUEHFUSAHEMBASSY PORT AU PRINCE 1018

RUCPOOCAUSOOG NASHOC

Bl

CORFODENT | AL SECTION @1 OF OF SANTO DOMIRLD (04328

USDOC FOR 3134/USFCS/010/WH/RD
SO0 FOR 4322/1TASIEP/WH/ONCAS S [ECELHAN

E.0. 12958 DECL: 09/00/1003
TAGS: ENRG EIMV PREL OR
SUBJECT:  SHOTH ENRON MAKES A DEALY

REF: SANTD DOMINGD 3551

1. W CLASSEFIED BY LINDA E, WATT CHARGE D°AFFAIRES
A1.i REASOM: 1.5 Ot

1. 01 SUMMARY:  TALKS BROXERED BY TE MOALD

BANKY INTERMATIONAL FINANCE CORPORATION (IFC) BETWEEN
THE ENROM CORPORATION AND THE STATE-OWMED CORPORACION
DOMINICANA DE ELECTRICADAD SCOE} YIELDED & PRELAHINARY
HEHORANDDN OF UHDERSTANOING SIGHED ON AUGUST 3. BOTH

SUES INE CONCESSIONS: [(0)(1) , (B)(4)]

3. @ swira-eneon [(b)(6)]

INFORMED THE EMBASSY SEPTENEER 2 THAT A ROUND OF IFC-
BROKERED TALKS BETWEEW THE EMRON CORFORATICH AND THE
CORPORACION DOMINICANR DE ELECTRICIDAD (COER HELD 1N
HOUSTON ANGUST 27 AND 28 HAD BEEN SUSCESSFUL. [(b)(4)]

INTERRATIONAL. CDE'S TEAM WAS LED BY [(b}{ﬁ]]

§. (C) WHEW ASKED ABOWT THE STATUS OF THE MEXICO-BASED
ARg1TRATION PaNEL: [(D)(B)eLiED 14AT Eow's
ATTORNEYS HAD INFORNALLY INGOIRED ABOUT THE PROGRESS 0F
THE PANEL AND DISCOVERED 1T 15 LIELY THE FAKEL WILL
ASK FOR AN EXTENSION FRON THE INTERNATIONAL CHAMBER CF
CORNERCE INTERNATIGKAL COURT OF ARBLTRATION IN PARIS.

[(R)(4)]

ELEMENTS OF THE DEAL

[(b)(1) . (B)(4) . (b)(8)]

CONFIDENTIAL
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PHGE 92 OF &2 HiD=199824a 00 (97

[(B)(1) . (B)(4)]

USOOC FOR JLI4SUSFCE/000/%M/50
USDOC FOR 422/ 1TAJ IEP/WH/DNCB/SIEGEL HAN

E.0. 17953: DECL: 99/03/7003
TAGS: ENRG EMV PREL OR
SUBJEGT:  SHITH ENROA HAKES A DEALT

REF: SANTO DOMINGO 2853

[(B)(1) . (b)(4) , (b)(E)]

CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

M3 03421342 HID=19%324002197 043318

[(R)(1) . (b)(6)]

WATT
BT
LLREE)
1R85
NN

CONFIDENTIAL
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T
IMMED IATE CONF IDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE BL OF & HiD=1330387 0731 meed a1r1rieL . KiD=139834761791
CAVEATIS) = BACKEROUND

HAKOLE ViA LA

ACTION = (TRSIBON A1), GO (200 LG C1Y + (M8 CUDa DML CLD AT CLD o GIMF-L,

GC 1 SEX -1, 0. w [(b)(1) . (D)(4)]

CRC = DeOC

00 RUEATRS

OF RUERDG #5486/81 2071644

INY CCECT 124

0 BIIGH4T MOV 52

FM RMEMBASSY SANTO DOMINGO

T0 RUEHC/SECSTATE WASHDC IMMEDIATE 2424

INFO RUEHPUSARENBASSY PORT AU PRINCE 1135

RUCPDOC/ 15005 WASHOG

a

CONFTOENT I AL SECTION 61 OF @2 SANTO DOMINGD PH5466

USDOC FOR J1J4/USFCS/000/WH/RD
USOOC FOR 4371/Q/0MCE/SIECELMAN

E.0. 12958: DECL: @9/B4/83
TAGS: EMRG ENNV PREL OR
SUBJECT: AES 14 CRISIS YET AGAIN

1. ®h CLASSIFIED BY LINDA E. WATT CHARCE D AFFAIRES
ALi REASON: 1.5 D

1. W) SUMMARY: MES DOMINICAN POMER PARTMERS WNES OFF)
I5SUED A MOVEMEBER 7 SHUT DOWN MOTICE TO TEE CORPORACION
DOMINICANA DE ELECTRICIDAD [COEM, THE PLANT WILL BE

TAKEN OFF-LINC FOLLOMING PEAK DEMAND ON MOVEMGER 4 IF A
SUBSTANTIAL PAYMENT |5 MOT RECEIVED. [{b}{‘l] g {b]H}]

END SUNHARY

J. W BY LETTER DATED MOUEMGER 2: 1395, AES Dpp
GENERAL MANAGER RUBEW SOROETA INWOKED THE 24-HOUR
NOTICE CLAUSE IN THE AES CONMTRACT AMD INFORMED COE (T
WILL TREE THE PLANT OFF-LINE AFTER THE DEMAKD PEAK oM
HOVEMAER 4: IF W) PAYHENT 15 RECEIVED. [{b){4]]

COE IN CRISIS TOD

s rmmms

L

@se)y  miane

L. &) IN TERNS OF THE MWONIES IT IS WR RATHER 15 WOT)
TR GEMERATING: COE |3 ITSELF AN INSTITUTION M GREATER

FONFIDENTIAL
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IMMEDIATE ~ CGONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE 02 OF &2 MID=19983471791 05631 @/17081 MiD=199438781731 %N BTl
CRISIS FOLLOWING HURRICENE GEORGES. &
15466
[(b)(1)] o
- NN

CONFIDEMNT! AL SECTION B2 OF B2 SANTO DOMINGO BOS4G6

USDOC FOR J1]4/USFCS/010/WH/RD
USDOC FOR 43227 1TAS IEP/WHSOMCR/S | EGEL AN

E.0. 173%3: DECL: B9/Bdf@3

TAGS:  EMRG EIMV PREL DR
SUBJECT: AES IN CRISIS YET AGRIN

[(B)(1)]

CORHENT

[(b)(1)]

WATT

CANFINENTIAI
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ROUTINE CONF IDENTIAL N
DEPT TREASURY COMGEN Mo s
PH 622-2222 RM 1121/MT SR
FRGE B1 OF BT HID=193831882841 #73051 DESLEAIL _ MI0=139831 287041 amimsd Be/16091
CAVEAT 51 = T0 COMTROL TRANSMISSIIN FUNCELOMS. |MPORTANT QUESTIONS
HANOLE V1A ABOUT THE FUTURE RELATIONSHIP BETWEER THE PRIMARILY

ACTION = [TRS]BOI (11, EPD 1)+ GI (1) 1BRD (1) 108 1), |0C &) d0 11D
[HB A1)+ KL C0bs IT1 {10 DAKE (20 QG (1) 2 SEM (-1 U011
CRC = 73C4

R RUEATRS

OF RUEHDG ¥4546/01 3181519

INY CECCC 1IH

R AB15197 WOV 32

FH AREMBASSY SANTO DOMINGO

10 RUENC/SECSTATE MASHOC 2438

INFO RUEHFUSANERBRASSY PORT AU PRONCE 1046

RUCPOOC/USMIC WASHDD

BT

CONFIDENT | AL SECTION 81 OF 82 SANTO DOMINGO BOS546

US00C FOR J134/USFCS/010/WH/RD
USDOC FOR 4320/1TAZIER/WHIOMCESS | EGELMAN

E.0. 17998 DECL: 11/B2/20M
TRGS: ENRG EINV PREL DR
SUBJECT: ELECTRICITY WARS: IPP INTERESTS DIVERGE

.m0 CLASSIFIED BY LINDA E. WATT CRARGE D'AFFAIRES
A L. REASON: 1.5 M

L iC) SUMMARY: THE INTERESTS OF THE PRAMARILY-U.S.
INGEPENDENT POWER PRODVCERS (IPPS) ARE DIVERGING IN THE
FACE OF A DECISION BY THE GODR TO MAINTAIK THE
AOMINISTRATION CF PRIVATE PRODUCER CONTRACTS WITHIN COE
AFTER THE CAPITAL [ZATION PROCESS. SHITH-ENROM AND AES,
OQNINICAN PONER PARENERS ARE PRESSING TO HAVE THEIR
CORTRACTS TRANSFERRED TO THE MEW DISTRIBUTION
COMPRMIES. THE_SMALLER IPPS ARGUE IN FAUOR OF
NEGOTIATING 9K THE BASIS OF THE GOOR PROPOSAL. ALL THE
IFPS WANT SOME GURRANTEE THAT THEIR DEBTS WILL BE PAID:
HOWEVER- AMD THAT THEIR FUTURE BILLS WILL BE TRERTED
FAIRLY. THE CAPITALIZATION OF CDE |5 WOW SCHEDULED TO
HOVE AHEAD IN DECEMBER BUT SOME CITE CONCERNS THAT IT
HMAY YET BE DERRNLED. END SIMMARY.

BACKGROUND
3. W) THE OFT-DELAYEDL CAPLTALIZATION OF THE DOMINICAN
STATE-QVNED POER CONPANY: CORPORACION DONINICANA DE
ELECTRICIDAD (COEI: 15 WOW SET TO MOVE ANEAD IN EARLY
OECEMAER. CODE'S THERMAL GENERATION AND DISTRIBUTEON
FEWmun@mu&mwwwwmanmm@
(TWO GEWERATION AND TRREE DISTRIBUTLON . GDE WILL

CONTINUE 10 EXIST AS A LEGAL ENTLLY OPERATING.TEE
STATE-OMIED HYDROPOVER PLANTS. 1T WILL ALSO CONTINUE

U.5. -O¥NED |MDEFEMDENT POWER PRODUCERS (IPPS] AND CDE
AMD THE FUTURE DISTRIBUTION COMPANIES DISCOS) REMAIN.

CREP LAYS DOWN THE LAW. DERT TO GO TO CDE SUCCESSOR
4. {C) BY LETTER OF OCTCHER 16. CREP (THE COMMISSION
FGR THE REFORM OF PUBLIC SECTOR COMPANIES] COMFIRMED TO
THE (PPS ITS INTEMTICH TO MAINTAIN THE ADMINISTRATICH

"OF PRIVATE PRODUCER CONTRACTS WITHIN COE AFTER THE

CAPITAL | IATION PROCESS. CREP ALS0 |NFORMED THE IPPS IT
WILL OMLY ACCEPT DEBT AMOUNTS RECORCILED WITH CDE FOR
TRANSFEARAL TO THE BOOKS OF ITS HYDROPOWER SUCCESSOR.
WHILE DEBT RECONCILIATION 15 STILL AN IWPORTANT |SSUE
(PARTICULARLY FOR AES DOMINICAN POWER PARTHERS) . ALL
THE IFPS ARE ALS0 UMDERSTANDABLY COMCERNED THAT TRE
CREP'S VISION OF THE CDE SUCCESSOR'S ABILITY TO ASSUME
THEIR LONG-STANDING DEETS MAY EBE BASED 0N AN OVERLY
ROSY SCENARID.

5. G} WHILE THE CREP DECISION AFFECTS ALL THE IPPS. 1T
IS OF PARTICULAR [NTEREST TO SHITH-EHRON AND AES OPP
WHICH HAVE CONTRACT CLAUSES STATING TRAT IF COE VERE TO
SELL AMY SIGNIFICANT PART OF |TS ASSETS. THEIR
CONTRACTS WOULD BE PASSED TO THE BUYER. SMITH-ENRCH
AMD AES MADE THIS ARCUMENT TO THE CREP WHICH RESPOKDED
WITH & LEGAL  DECISION ARGUIMG THAT THE CAPITALIZATION
I WOT A SALE THEREFORE THE CONTRACT PROVISICHS B0 NOT
APPLY. THE IPPS MET ON OGTOBER 28 TO DISCUSS WHAT
ACTION TO TAKE IN RESPONSE TO THE CREP LETTER.

[(B)(1) , (b)(4)]

CONFIDENTIAL
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ROUTINE CONFIDENTIAL

DEPT TREASURY COMCE

N
PH 622-2222 RM 1121/MT

PACE B1 OF B2

[(R)(4)]

HID=199531 887641

USDOC FOR 3034/USFCS/010/WHIRD
USDOC FOR W32/ 1TASIEP/WH/ONCE/SIECELNAN

E.0. 12958: DECL: 11/82/1083

TAGS: ENRG EINV PREL DR
SUBJECT: ELECTRICITY WARS: PP INTERESTS DIVERGE

[(R)(4)]

[(B)(4)]

oragsa b6/ 16091

HiD=1398316m1041 gl B/16091

[(b)(4)]

8 (00 T I35 TROUBLING THAT THE IPPS RAVE RECEIVED MO
ACCEPTABLE GODR GUARAMTEE THAT THEIR DEBTS WILL BE
COVERED LESS THAN ONE MOKTH BEFORE THE WEW DATE FIXED
FOR THE FIRST ROUND OF BIDS. WE ARE CONCERMED ABOUT
THE EVEMTUAL SUCCESS OF THE CAPITALIZATION GIVEM THE
QUESTIONS THAT REMAIN UNANSWERED, WATT

a

K545

1368

HHKK

CONF IDENTIAL
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ROUTINE

FPAGE &1 MID=1998319001960 g7gaE2r
CAVEAT &) =

HAMDLE VIA -F

ACTION = ([TRS]IBOI (1) EPD (U} GL (), IBRD (1} I0B (1) IDE (1) IDD (1]

il enl
CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 BRM 1121/MT

IMB (1) INL €10 ITI (1) QIMF (0] QC (1)« SEN =) UD (1)

CRC = EB43

RR RUEATRS

DE RUEHDG #5545 3181519

INY CCCCC ZZH
R @615192Z NOV 98

FM AMEMEASSY SANTO DOMINGOD

TO RUEHC/SECSTATE WASHDC 2487

INFO RUEHPUSAMEMBASSY PORT AU PRIMNCE 1145
AUCPDOC/USDOC WASHDC

BT

CONFIDEMNTTIAL SANTO DOMIMGO @@55345

USDOC FOR 3134/USFCS5/0I0/WH/RD
USDOC FOR 4322/1TASLIEP/WHAOMCB/SIEGELMAN

E. Q. 12958: DECL:

1188 -20Q05

TAGS: EMRG PREL EIMNV DR

SUBJECT: SMITH-EMRON WINMIMG THE: PAYMENTS STAKES
REF: A, SAMNTO DOMIMGO 5466« B, SANTO DOMINGO 3817

1 o CLASSIFIED BY LIMDA E.

A. I,V REASOM:; 1.5 D)

WATT CHARGE D' AFFAIRES

1. iCl ALTHOUGH REFTEL A REFORTS OM AES DOMINICAM POWER

PARTNER' 5 PAYMEMNTS PROBLEMS WITH THE CORPORACION
DOMINICANA DE ELECTRICIDAD (CDE):

RASEER. PICTURE: pbnel). . (0)iB)]

BT

B5545
EB43
PR =

POMEINENTIAI

SMITH=-ENROMN REFORTS A

PEAI552Z

00500000000763
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ROUTINE UNGLASSIFIED
e

DEPT TREASURY COMCEN 5D o
PH 622-2222 RM 1121/MT @

PAGE @1 MID=1298321@2174 BLlBEGA 27723152
CAVEAT (5] =

HANDLE wIA

ACTION = [TRSIBOI (17 GI (1)"YARD (1}: I08 (11 IDC {1}« IMB (1) DML 1)

ITI 1)« OIMF (1}« @C (L] SEN =) ug i1}

CRC = 7F2F

AR RUEATRS

DE RUEHDG ®5824 3312023

ZNR Uuuuy ZIH

R 272323Z NOV 98

FM AMEMBASSY SANTO DOMINGO

TO RUEHC/SECSTATE WASHDC 2695

INFO RUEHPU/AMEMBASSY PORT AU PRINCE 1189
RUCPDOC/USDOC WASHDC

BT

UNCLAS SANTO DOMINGD 295824

SENSITIVE

UsSDODC FOR 3134/U5FCS5/01I0/°WH/RD
USDOC FOR 4322/ITASIEP/WHADMCB/SIEGEL MAN

E.D. 12958: NAA

TAGS: EMRG PREL EINYV DR

SUBJECT: SMITH-EMROM AGAIM RISKS DEFAULT
REF: A, SANTO DOMINMGO 5545

THIS MESSAGE COMTAIMS SEMSITIVE BUT UNCLASSIFIED
INFORMATION=-PROTECT ACCORDIMGLY

1. [SBU) ALTHOUGH SMITH-ENMROMN HAD REPORTED A
SATISFACTORY FLOW OF PAYMENTS FROM THE CORPORACION

DOMINICANA DE ELECTRICIDAD I(CDE! IN EARLY NOVEMBER' THE
SEITUATION HAS SIMCE TAKEM A CHAMNGE FOR THE WORSE.

[(b)(4) . ()(6)]

WATT

s5824
TF2F
MMM

UNCLASSIFIED
Tl
00500000000767



Ny

ROUTINE

PAGE 81 OF 22 Mi0=193833182179 Ald866
CAVEAT (51 =

HANDLE VIA

ACTION = [TRSIEON 1T EPD 1Yo GI 01D 0 [ADS (200 IBRD 11+ 10 1104 | PG L)
A00 010+ AME (T3 ANE 010 0 LD GINF 0300 QC 1) SEN (=, 00 1)

GG = 1188

RR RUEATRS

DE RUEADG #5826/01 3312079

INY COCCC 119

R ITIEIAL WOV 98

PN KMEMEASSY SAKTO DOMINGO

TO RUEHC/SECSTATE WASHOC 2897

IKFO RUERPU/AMENBASSY PORT AU PRINCE 1091

RUCFDACUSDOC WRSHOC

E)

CORFIDEMNT I AL SECTION B1 OF B SANTO DOMINGD OEtdls

USDOC FOR J134/USFCE/010/WH (RO
USDCC FOR 4322/1TASIEP/WH/OHCE/ S| EGELMAN

E.0. 12958 DECL: 11/11/2803
TAGS: ENRG EINV PREL OR
SUBJECT: PRESIDENT SAYS CDE CAPITALIZATION 15 0N

I. M) CLASSIFIED BY ECO/POL COUNSELGR PAUL LARSIN:
REASON: 1.5 M

L. Gy SUMMARY; PRESIDENT FERNAMDEL HAS PUBLICLY
COMFIRMED THAT THE CAPITALIZATLON OF THE STATE-DWNED
CORPORACION DOMIMICANA DE ELECTRICIDND (COE! WALL GO
FORWARD. THE BIDDING ON THE OISTRIBUTION AND THERMAL
GENERATION UNITS WILL TAKE PLACE ON DECEMBER 17 AND 21
RESPECTIVELY. THE INDEPENDENT POMER PRODUCERS LIPPS)
CONTLMUE TO MEGOTIATE WITH THE COMMISSION OUERSEEING
THE CAPITALIZATION [CREP), BUT THEY ARE CLOSER TO
ACCEPTING THE GODR'S PROPOSAL THAT TREIR CONTRACTS BE
ASSICNED TQ THE COE/HYORO COMPANY FOLLONING
CAPITRLITATION WHELE THEY ARE PAID FROM AN ESCROM

. ACCOUNT, [{b}mu

ERD
SUMHARY.

1. Wb SPEAKIMG QN NOUEMBER 13 AT THE INAUGURAL SESSLON
OF THE I3TH MEETING OF ENERGY MIKISTERS OF LATIN
AMER[CA AND THE CARIBBEAN, PRESIDENT FERNANDEL
ABROUNCED THAT THE CAPITALIZATION OF CDE'S DISTRIGUTION
AND THERMAL GEMERATION UNITS WILL TAXE PLACE OM
DECEMBER 17 AND 20 RESPECTEVELY. HE ALSD SAID THE GODR
WILL ASSUME RESPONSIEILITY FOR COE'S DEBT 10
MULTILATERAL ORGANIZATIONS WHILE LEAVING THE CRE
SUCCESSOR COMPAMY TO COVER THE COE DEBT TO THE 1PP'S

CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

mnm

DéLMM*

HiD=195830192179 Jes
AND OTHER CREDITORS. THE PART OF HIS SPEECH THAT
GARKERED MOST ATTENTION N THE DOMINICAN PRESS WAS AN
RNMOURCEMENT TRAT 7,908 COE ENPLOYEES WILL BE LAID OFF
IN JARUARY, ALTHOUGH HE EXPLAINED THAT MOST WILL BE
RENIRED BY THE COE SUCCESSOR COMPANY OR RELOGATED
ELSEWHERE WITHIN THE PUBLIC SECTOR.

BACEGROUKD

. 0 COE'S THERMAL GENERATION AMD DISTRIBUTION
CAPACITY WILL BE SPUN CFF INTC FIVE DIFFERENT COMPRMIES
(TWO GENERATION AND THREE DISTRIBUTION!. CDE WILL
CONTINUE TO EXIST AS A LEGAL ETITY OPERATING THE
STATE-OWNED HYDROPOWER FLAKTS. NOTWITHSTAWDING CLAUSES
I THE CONTRACTS OF AESDOMIMICAN PONER PARTHERS AND
SKITH-ENRON (TRE TW LARGEST IPPS] THAT IN THE EVENT OF
THE SALE OF D€ ASSETS THEIR CONTRACTS WOULD BE PASSED

* T4 TREBUYER: THE CREP INFORMED THE (PPS IN OCTOBER

THAT THEIR COMTRACTS WILL BE ADMINISTERED THROUCH
CDEFHYDRO FOLLOWING CAPITAL ITATLON. THE CREP PROPOSED
THAT THE MEW DISTRIBUTION COMPANIES @ISCOSH PAY INTQ
AN ESCRON ACCOUNT FROM WHICH PAYNEWTS FOR CURRENT
EMERGY SALES AMD THE OEBT WILL BE MADE TO THE 1PPS.
THE CREP SUGGESTED THAT THE DEBT BE PAID DOWN OVER 2-3
YEARS.

IPP MEGOTIATIONS WITH THE GODR CONTINUE

*[(b)(4)]

THE |PFS PROVIDED A PROPOSED
HQUs COPIES OF WHICH HAVE BEEN FAXED TO ARA/CAR AMD
EB/ESC: WHICH WAS TO BE DELAVERED TO THE CREP LATER THE
SAME DAY, TEE CREP WAS SCHEDULED TO DISCUSS IT THE
NIGRT OF NOVEMSER 2% AND BRIEF PRESIDENT FERNAMDEI ON
THE T6TH,

G, B} THE MIGRLICHTS OF THE IPP PROFOSAL INCLUDE:

[(b)(4)]

CONFIDENTIAL
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ROUTINE CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PACE 81 OF 1 HID=193833182174 g1BEEE i

[(0)(1), (b)(4)]

CONFIDENT I AL SECTION 82 OF €2 SANTO DCMINGO BESE16

US00C FOR J134/USFCS/QI0/WH/RD
USDOC FOR 4322/1TASVEP/WE/ONCB/ S| EGELHAK

E.0. 12958 DECL: 11/17/1883
TAGS: EMRG EINV PREL DR
SUBJECT: PRESIDENT SAYS COE CAPITALITATION 15 ON

[(B)(1) . (b)(4)]

& () THE IPPS ARE GETTING CLOSER TO AM AGREEMENT WITH
THE GOOR. AS REPORTED SEPTELS. HOWEVER. SMITH-ENRON
AKD AES NEED MOKEY BADLY. [(b){q_}]

WATT
B
316
118
HHNN

COANFINFNTIAI

00500000000770



ROUTINE

CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

PAGE @1 OF &2 HID=199514502 245 fa4ad 19713061
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CONEIDENTI ALSECTION 81 OF 82 SANTO DOMINGO BH2SH3

E.0. 17958 BECL: 5/16/2883

TAGS: ENRG ETNYV DR

SUBJECT: PRESIDENT FERMAMDEL MEETS WITH U.5. POMER
COMPANIES

BEF:  SANTD DONIMED 153

CLASSIFIED BY CHARGE D°AFFAIGES LINDA E, WATT? REASON:
1.5

1. 0) SUMmARY: THE U.5. INDEPEMDENT POMER PRODUCERS
(PPS) WET WITH PRESIDENT FERNANDED ON HAY 26, 1336
THE PRESIDENT REFERRED THE DISCUSSION OF ACTUAL DEEI
KUMBERS BACK TO THE OFFICES OF THE CORPORACION
DOMINICAMA DE ELECTRICIOAD (CDE) AKD RESPONDED WITH AN
EWPHATIC “NO™ WEEW ASKED IF THE ADMINISTRATION WOULD
INCREASE 1T5 MOMTHLY SUBSIOY T COE IN ORDER TO HELF
COVER THE DEBT. HE ASKEG THE IPPS TO PREPARE A PAPER
DETAILING THEIR FROPOSALS OM HOW THE DEBT CAM 8E
HANDLED [N THE COWTEXT OF THE PRIVATIZATION OF CDE AMD
PLEDGED TO INVITE THEM 10 A MEETINC BETWEEN CDE AND THE
GOMMISSION OUERSEEING THE PRIVATIZATION. EMD SUNMARY.

1. [Ch PRESIDENT FERMAMDED MET WITE U.S. [PF
REPRESENTATIVES ON TUESDAY. MAY J6. SHITH-EMROM. THE
COMPANIA DE ELECTRICIDAD DE PUERTD PLATA [COASTAL) AND
TRANSCONTINENTAL CAPITAL CORP. ISEASORRD) WERE
REPRESENTED. AES DONIXICAM FOMER PARTHERS ALSO
ATTENOED ALTHOUGH THEY UNDERLINED TO THE EMBASSY IN
ADVANCE OF THE MEETING THAT THEY WOULD PARTICIPATE OMLY
AS "PASSIVE OBSERVERS.® CHARCE ATTEWDED THE MEETING
ACCOMPANIED BY ECONOFF MOTETARER). GODR
REFRESENTATIVES |KCLUCED COE ADMINISTRATOR RHADAMES
SEGURAs ADHINISTRATIVE SECRETARY SIMON LILARDD. AKD
EDOY MARTIKED OF THE OFFLCE FOR IMVESTHENT PROHCTICH.

MID=139814307185 a1m433

OPPOSING SIDES

3. (G) THE MEETING OFENED WITH A STATEMENT BY THE
DESIGNATED 1FP SPOKESHAN POINTIKG TO THE ACCURULATED
DEBT AND THE INCREASING DIFFICULTY FACED BY THE [PPS IN
PAYING THEIR BILLS. HE SPOXE TO THEIR CONCERN ABOUT
HOW THE DEBT WILL BE TREATED IN THE PRIVATIIATION
PROCESS. HE ALSO USDERLINED THEIR UNHAPPINESS WITH THE
CURRENT SITUATION IN WHICH COE CUTS (OR “CLIPS") THE
MOKTELY INVOICES SUSMITTED BY TRE IPPS WITH KO
EXPLANATION, ANOTHER IPP REPRESENTATIVE PROPOSED THAT
A THIRD PARTY: SUCK AS AN INTERHATIOMAL ACCOURTING
FIRMs BE BROUGHT IM TO REVIEW THE PROCESS BY WHICH COE
CLIPS THE IKVQICES.

§. (C) CDE ADMINISTRATOR SEGURA RESPONDED. SAYING THAT
COE 15 CONSIDERING ALTERMATIVES TO DEAL WITE THE DERT
AND THAT A PACEAGE OF PROPOSALS WILL BE SUBNITTED TO
THE PRESIDENT. ACCORDING TO SEGURA: CDE CALCULATES THE
ACCUMULATED DEBT AT 354 MILLION (hS OPPOSED TO THE HORE
THAN 5118 MILL|ON CALCULATED BY THE IPPS). OF THIS
AMOUNT: HE STRESSED, §25 WILLION WAS INHERITED FROM TEE
PREVIOUS COVERWNENT AND SHOULD BE FINANCED IK SOHE WAY.
THE REMAINING 538 MILLION HE SUGEESTED COULD BE REPAID
BY REOUCING THE CURRENT PAYMENTS TO THE IPPS FOR FUEL.
HE AL30 REFERRED TO PAST EXCESSIVE CHARGES BY SMITH-
EKROM AND BES FOR FUEL CALCULATED BY CDE AT WSS
HILLION AND USE20 MILLIOM RESPECTIVELY.

PRESIDENT SAYS "HO" TO HEW SUBSIOIES...

§, ) THE PRESIDENT LISTEMED TO THE DESCUSSION OF DEBT
NUMEERS AND COMMENTED THAT THE MEETING WAS NOT THE
APPROPRIATE VEMUE FOR DISCUSSION OF SUCH DETAILS:
SUGGESTING THAT THE CONVERSATION BE COMTINUED AT THE
COE OFFICES. WHEN ASKED IF THE GOVERNHENT MIGHT
RESOLVE THE DEBT BY INCREASING 1TS MONTHLY SUBSIDY TO
COE ONOW APPROXIMATELY $17 MILLION)» THE PRESIDERT
RESFOMDED WITH AN EMFHATIC * ABSOLUTELY MOT.™ HE SAID
THAT T 00 50 WOULD RESULT IN & F1SCAL DEFICIT WHICH
WOULD BAVE A NEGATIVE IMPACT ON THE DR'S FRAGILE .
FACROECONOMIC STABILITY. THE PRESIDENT ADDED TRAT THIS
i NOT HMEAN THAT THE GOVERWMENT WOULD NOT BE WILLING
TO WIRE WITH THE IPPS TO FIND A WAY TO FIRARCE THE
DEBT.

...BUT ASKS FOR IPP INPUT

6. () THE PRESIOENT REGUESTED THAT THE IPES DRAFT A
PAPER FOR HIN PROPOSING POSSIBLE HEANS TO ELIHINATE THE
DEST THROUCH THE PRIVATIZATION PROCESS OR TO FINAKCE T

AAMCIDTUTEAL

25/18081
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INDEPERDERT OF THE PRIVATIZATION PROCESS THROUGH A BOND

ISSUE OR OTHER MECHAKISH, WITH THEIR PROPOSALS 1N .

HAND: THE PRESIDENT SAID HE WOWLD IKVITE TREW TO JOIN  ~ 7 ..
WITE HIN AT THE WEEKLY MEETING BETWEEN THE COMISION DE

REFORMA DE LA EMPRESA PUBLICA (CREP) AND CDE TO DISCUSS

THEIR CONCERNS ANO |DEAS WITE COMMISSICH HEAD AKTONIQ

I5A CONDE. THE PRESIDENT ADMITTED THAT HE 1§ ALSO

COMCERNED AS0UT HOM THE CURRENT DEET BEING INCURRED BY

CUE FOR THE PURCHASE OF THE GEC ALSTHROM AMD SIEMENS
CONFUIDENT! AL SECTION B2 OF 82 SANTO DOMINGD 8MmEA3

E.0. 12958: DECL: 5/16/1883

TAGS: EMRG EINV DR

SUBJECT: FPRESIDENT FERMAMDEI MEETS WITH U.5. POVER
COMPANIES

REF: SANTO DOMINGO 7529

TUREBINES WILL BE HAMDLED IN THE PRIVATIZATION OF CDE.

COMKENT

T. [} WHILE DISAPPOINTED THAT THE KEETING DID KOT
YIEED SOME |MMEDIATE RELIEF OM DEBT PAYHENTS: THE IPPS
WERE GENERALLY PLEASED THAT THEY WERE ABLE TO DRAW MORE
ATTENTION TO THE ACCUMULATED DEBT. THEY ARE ALSD
PLEASED TO HAVE THE OPPORTUNITY TO TAKE THEIR CASE TO
THE CREP. '

8. W) WE FOUND THE PRESIDENT'S REFERENCE TO HIS
PARTICIPATICN IN VEEKLY MEETINGS BETWEEN THE CREP AMD
COE PARTICULARLY INTERESTING, WE BELIEVE THESE
MEETINGS ARE NOW OEING HELD TO KEEP THE PRIVATIZATION
PROCESS UMDERMAY. IN A CONVERSATION WITH CHARGE AFTER
THE HEETIKG: SEGURA WAS EFFUSIVE IN MIS SUPPORT 0F
PRIVATIZATICN. WE BELIEVE HE WAS TAKEN TO THE WOODSHED
PHD THUS EAS MODERATED RIS POSTURE. WATT : ’
BT

LT

130

LLLL]

LR LR N T I ]
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[(R)(1)]

E.0. 17958 DECL: 5/70/E3

TAGS: ECON KSUM ENRG

SUBJECT: BILATERAL WITH DOM REP POWER QFFICIAL

REF: (&) 38 SAMTO DOMI 2027« [B) 98 SANTO DOMI 2022

CLASSIFIED BY S GALLOGLY: DIVISION CHIEF. EB/ESCSIEC/EPC
REASON 1.5 B

1.
[(b}{ﬁ}] WAS A PANELIST

AT THE INSTITUTE OF TEE AMERICA'S LATIN AMERICAN EMERCY
GOMFEREMCE: HELD MAY 13-13 IM LA JOLLA. CALIFORNIA, HIS
PRESENTATION OVERVIEVED THE FRIVITITATION PLAN FOR COE.

1 Wb AN EB/IEC OFFICER SPOKE WITH [(D)(6)]oK THE
NARGINS OF THE CONFERENCE: OFFERING COMPLINENIS OM HIS
PRESENTATION AND EXPRESSING USG INTEREST AND
ENCOURAGEHENT FOR A VIABLE PRIVITIZATION OF COE.

[(b))(6)JFFHECIATED THE INTEREST.

3, [} EB OFF NOTED HOWEVER: THAT ONGOING DISPUTES WilH
IMDEPEMDENT POWER FRODUCERS ARE MOT LUKELY ASSISTING
COE'S EFFORTS TO ATTRACT FRESH INVESTHEMT. DRAMING ON
UEPARTHENT GUIDANCE. EB OFF STRESSED 10 [(b)(6)]Hat
WASHINGTON VIEWED WITH SERIQUS CONCERN THE ACTIOKS TAKEN
AT THE AES CONPANY'S POMER PLANT. (AN ARMED BRIGADE wWAS
DSPATCHED T0 THE PLANT THE AFTERNCON OF APRIL 141
BEFTELS). [(D)(6)] DOWNPLATED THE SIGRIFICAKCE OF THE
INCIDENT, TO WHICH EB OFFICER REITERATED WASHIRGTON'S
SERIOUS COMCERM: ADDING ALSO AN EXFECTATION THAT
COMMERCIAL DISPUTES WOULD WOT BE INAPPROPRIATELY
ADORESSED IM THIS MAMMER IM THE FUTURE.

HID=139E0 4282651 BRT106
CDE*S 600D FAITH EFFORT TO ARBATRATE THE SMITH-ENRON
DISPUTE IN THE INTERNATIONAL CHAMSER OF COMMERCE FORA 1
PROCESS NOW CONPLETED: ALTHOUGH YET WITHOUT FINAL RULING)
AND NOTED THAT THIS TYPE OF DISPUTE RESOLUTION SENDS A
POSITIVE SICMAL TO POTENTIAL FOREIGR IMVESTORS,
[(D)(B)}GREED: APPRECIATED THIS OBSERUATION. BUT
LAMENTED ADDITICHAL PROSLEMS WITH 5MITH-ENRON. EB OFF ICER
STRESSED THE NORLD BAKK/IFC BROKERED NEGOTIATIONS BETWEEN
SHITH-ENROK AKD CDE (THE PLAMT I5 IFC FINANCED) PROVILE
AN EXCELLEXT OPPORTUNITY TO RESOLVE OQUTSTANDING [SSUES
AMD ENCOURAGED CDE TO ENGAGE FULLY IM THESE TALKS.
[(b)(6)JcREED AND (NDICATED THE SECORD ROUND 0F SUCH
TALKS WOULD TRKE PLACE “HUY PRONEQ®.

5. @ NoTE: iw A mav 22 TELcon [(D)(1)]

6. @ i [(b)(6)] b ofF TURNED TO THE SUBJECT oF
HEMISPHERIC ENERGY COOPERATION. WOTING HOW COUNTRIES IN
THE WEMISPHERE ARE NOW ENGACED IN A FRUSTFUL DIALOGUE O
ENERGY UNDER THE SUMMIT OF THE AMERICAS PROCESS. EB CFF
NOTED THAT GOOR PARTICIPATION IN THIS PROCESS |S WELCOME
AND MAY BE TIMELY GIVEN |15 EFFORIS O PRIVAIILE COE. £8
OFF TOLD {h&g%}!!i HEXT REETING OF GOVERWMENTAL
REPRESENTATI HE HEMISPHERIC ENERGY PROCESS WOULD
BE IN TRIMIDAD [N JUME AMD NOTED THAT A GOOR REP WILL BE
INVITED 10 TE Pagt. [(I)(6)]AsED 10 BE KEPT
INFORNED ON THE SUBJECT,

1L comsENT:  HoPEFULLY. [(D)(B)]witL BRiNG BACK
10 HIS BOSS AT CDE THE MESSAGE, ONCE AGAIN. THAT THE AES
INCIDENT DID NOT GO UNKOTICED IN ASH INGTON.  AFTER H1S
PAKEL PRESENTATIONS: THERE WERE WO QUESTIONS FRON THE
FLOOR DIRECTED n:%bn)gﬁﬂ ONE POWER DEVELOPER TOLO £
OFF THAT HE Was ISAPPOINTED WITH THE TEAMS OF THE
€D PRIVITIZATION AND: ALTHOUGH RE WAS UNAWARE OF THE
TAGING INVESTMENT DISPUTES IN THE PONER SECTOR: HIS
COMPANY HAD ALREADY DECIDED TO LOOK ELSEWIERE. END
CONHENT.

icl Sb?{eg] TURNED TO THE SHITH-EMECH DISPUTE. ALBRAGKT
INDICATING (T WAS A SERIOUS PROBLEM. E8 OFF WELCONED 1)
CONFIDENTIAL
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CONFIDENTI AL SECTION BI OF 51 SANTO DONINGO 882157

© USDOC FOR JL3&/USFCS/QH0/W/RD
USDOC FOR 4322/ ITAS |EP/WH/OMCE/ 31 EGEL MAN

E.0. 17958: DECL: B4/04/1883

TAGS: ENRG: DR

SUEJECT: SMITH-ENROM: MEETING WITH PRESIDENT
FERNANDEZ 15 POSITIVE/AFTERMATH 1SH'T

REF:  SANTO DOMINGO 1898 AMD PREVIOUS

') CLASSIFIED BY LUNDA E. WATT» CHARGE 0°AFFAIRES
A 1.7 REASON: 1.5,

1. @) SUMRY: REPRESENTATIVES OF SKITH-ENRON AND
EXRON INTERNATIONAL CALLED O PRESIDENT FERANDEL APRIL
23 THEY TOLD THE PRESIDENT THE PENALTIES COE 15 MOV
ASSESSING AGAINST SHITH-ENRON FOR PRODUCTION BELOW THE
RATED CAPACITY OF THE PLANT ARE Eb?(;;‘)l THEY
DISCUSSED TEE ON-GOING CONTRACT NEGOTIATIONS: URGING
THAT THERE BE SOKE CONTINUITY (N THE CDE NEGOTIATING
COMMISSION. THE PRESIDENT DIRECTED PRESENT AMD FCAMER
[(p)(1)] T0 SERVE OK THE
CONNISSION AND VAS SYNPATRETIC TO THE RESUMPTION of
NEGOTIATIONS ON THE B4SIS OF THE LAST DOCUMENT TABLED.
SHI TH-ENRON RECEVED & PAYMENT ON MAY | AFTER AMOTHER
VEEK OF ROADELOCKS THROWN UP BY CDE. CDE HAS MLSD
PROPOSED THAT THE WORLD BANK/INTERNATIONAL F INANCE
CORPORATION EROKERED-TALKS RESUME [(b ¥4}]

END :

1. 1IC)
[(R)(6)]
CALLED ON PRESIDERT LEOKEL
FERNANDEL ON APRIL 23. THE PRESIDENT WAS ACCOMPRMIED
BY CURRENT COE ADWINISTRATOR RHADAMES SEGURA AKD FORMIR
ADHINISTRATCR, HOW TECHWICAL SECRETARY, TENISTOCLES

HID=193812181601 eI
HEHTAS, [(b}{ﬁ}] BRIEFED THE CHARGE
IFHEDIATELY FOLLOMIKG THEIR MEETING WITH THE PRESIDENT.

[(b)(4) . (b)(6)]

CONTRACT PEMALTIES

) EH?}&?:!F THE PRESIDENT EWROM BELIEVES THE
PENALTY ASS BY CDE FOR PRODUCTION EBELOW RATED
CAPACITY (THE S0-CALLED “DOUBLE ELIPa™1 IS Sba(q.}]

TRE PRESIDENT SEEMED SYWPATHETIC T0 THIS
ARGUKENT AND IIFMHED[{I:?(G]HI THE HOMEY 15 IN THE
BAMK TO MAKE THEM A PAYMENT. SEGURA SAID HE WOULD
CONSIDER SUSPENDINC THE PENALTY ON FUTURE INVOICES
BECAUSE OF IMPROVED PLANT CPERATIONS,

[(B)(1) . (b)(4)]

CONTRACT TALXS
5. @) WITH REFERENCE TO THE TALKS BROKERED BY THE
WORLD BANE/ INTERNAT |OHAL FINANCE CCRPORATION (FCHa
Hb}(ﬂrlﬂ TEE PRESIDENT THAT ENRON WILL MEGOTIATE
THE BASTS OF A DRAFT MU TABLED BY THE COE BOARD OK
OECEMBER 74+ 1991, EMROM WILL WOT RETURN 10 “GROUND
IERO" A% PROPOSED BY CDE. THE PRESIDEMT REMARRED THAT
TEE OF1GIMAL CONTRACT WAS VERY FAVCRAGLE TO SMITH-
EHM,“EQ[SD;EPMDED THAT ERRON HAD MADE A NUMBER
OF {MPORTANT COWLESSIONS TO MAKE IT MORE DBALAMCED IN
THE 1997 HEEMI&T!HS.L b]{ﬁ. 50 SUGGESTED TO THE
PRESIDENT THAT IT WOULO BE HELPFOL IF THERE WERE SOME
CONTINUITY IM TRE COE MEGOTEATING COMMITTEE MNOTE: THE
EMTIRE COE BOARD. WITH TEE EXCEPTICN OF BORRD PRESIDENT
CELSO MARRAMIINI: WAS REFLACED THREE WEEKS GO

[(B)(1) . (b)(6)]

PRESIDENT
FERNANDEI AGREED THERE SHOULD BE CONTINUITY ON THE
WEGOTIATING COMMITTEE AND IKSTRUGTED [(b)(1)]
THAT THEY SHOULD BOTH PARTICIPATE. HE ALSD INSTRUCTED
THAT THE TALKS RESUME CN THE BASIS THEY VERE LEFT IN
DECEKSER 1997,

CONFIDENTIAL
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[(D)(4) . (b)(6)] [(b)(4) , (b)(6)]

CONFIBENTI AL SECTION 97 OF & SANTO DOHINGD g81157

USDOC FOR 3L34/USFCS/OI0 MIRD
USDOC FOR 432271 TAYIEP/WH /ONCE/SIEGELMAN

E.0. [2958: DECL: @4/74/2883
TAGS: ENRG: DR . mmenne
SUBJECT: SMITH-EMRON: MEETING WITH PRESIDENT COMMERT
FERWANOEL 15 POSITIVE/AFTERMATH SW'T  eemeeee
11, [C THE EVENTS OF THE WEEK SIMCE THE MEETING WITH

REF: SANTO DOMIMGO 1898 AND PREVIOUS PRESIDENT FERWANDEI REPORTED IN THIS MESSAGE: SERVE TO
FURTHER UMDERLINE OUR CONCERM THAT
o) [BY(1)]

COE FAS COMTIMUED TO DRAG ITS
FEET OM PAYING SHITH-ENRON AKD KOW SEEMS TO BE TAKING A
FOSITION ON THE TALKS WHICH SHITH-EMRON WILL MOT
ACCEPT.  WATT
laton et pet ar
GETTING PAID + #2147
== 6704

[(b)(4) , (b)(E)] Y

CANFINENTIAI
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CONFIDERT I AL SECTION B1 OF 87 SANTO DONINGO BELTIA

CORRECTED COPY - CORRECT DECL

E.0. 17958 DECL: B4/85/180)

TAGS: EMRC. DR

SUSJECT: ELECTRICITY WRAP-UP: PRIVATIZATION AND
RELATED 1SSUES

REF:  SANTO DOMINGD 1872

F CLASSIFIED BY LINDA E. WATT: CHARGE D° AFFAIRES
A1 REASOM: 1.51D).

I, h SUMMRRY: POTENTIAL GIDDERS IN THE FIRST
PRIVATIZATICH OF A DOMINICAN STATE-OWNED ENTITY, THE
ELECTRICITY COMPANY. PRESENTED THEIR PRE-GUAL IF ICATION
DOCUMENTS M MARCH 25. THE BIGDERS WILL BE WYING FOR
FIVE PIECES OF A VERY TROUBLED PRODUCT. COE'S OWN
GEMERATORS AWD THE MATIOMAL DISTRIBUTION METWORX ARE N
POOR REFAIR WEILE ITS RELATIONSHIP WLTH THE PRIMARILY
.5, INDEPEROENT POWER PRODUCERS t1pPS) 15 ALSD
TROUBLED, CDE'S DEBT TO TRE IPPS 15 BELIEVED TO BE
I?PRIJIIHHEL‘I'[[b}“]] ERD SUMMARY.

CDE FRI'U!HH.H!H PROCESS FINALLY BEGINS

I. i O§ HIII:H 16 PEESIIJEHT FERMAMDEL PRESIDED OVER &
CEREMCNY IH WHICH THE POTENTIAL BIDDERS IN THE
PRIVATIZATION OR “CAPITAL IZATION® OF THE STATE-DWNED
ELECTRICITY CONPANY, COMPANIA DOMINICANA DE
ELECTRECIDAD CDE)s PRESENTED THEIR PRE-QUALIFICATION
DOCUMENTS.  EIGHTEEN OF 45 CONPANIES THAT SOLICITED BID
FACKAGES SUBMITTED DOCUMENTS. THE COMPAMIES/COMSORTIA
PRESENTING THEIR CREDENTIALS INCLUDED:

ELECTRICITE D FRAMCE
ENROH CARIZE

SAUR INTERMAT | OMAL

COASTAL TECRNOLOGY

CARLE POMER DIVISION
EMPRESAS EMEL/PPEL CLOEAL
ENDESA IMTERNATONAL
CONSTELLATION PONER IMTERWATIONAL NV,
SOUTHERN ENERGY: INC.

AES DISTRIBUCION DOMINICANA
TRACTEBEL: 5.0,

AEA EMERGY VEMTURES
CORPORACION EDC: SACA
CONSORCIO |ES-LUL FUERZA

THREE OF TEE U.5. COWPANIES ALREADY PRODUCING POMER IN
THE DOMINICAN REPUBLIC (1_E. COASTAL TECHNOLOGY: AES
DISTRIBUTION DOMINICAMA: AMD EKRON -- MLBEIT A
DIFFERENT PART OF THE EMROM CORPORATE STRUCTIME)
PRESENTED THEIR CREDEMTIALS AS DID AT LEAST THREE OTHER
I.5, FIRMS.

J. A0 THE PRE-QUAL FICATION PHASE 15 SLATED TO END ON
APRIL 15 WHEN THE CREP (THE COMISLON DE REFORMA OE LA
EMPRESA PUBLICA) |5 DUE TO PUBLISE THE LIST OF PRE-
QUALIFIERS. ALTHOUGH THE TIMING FOR SUCCESSIVE PHASES
H#AS HOT BEEN SPELLED OUT CLEARLY. POTENTIAL BIDDERS HOW
EXPECT T0 FRESENT THEIR OFFERS IN JUNE O JULY WITH THE
ASSESSHENT FROCESS LAKELY TO BE FINISHED IN AUGHST.

A. Wb AT THE END OF THE PRIVATIZATION PROCESS. THE
PUBLIC ELECTRICITY SECTOR WILL BE BROKEN INTO SEVEK
COMPAMIES: TWO OF WHICH -- TRAMSMISSION AKO
HYDROGEMERATION -- WILL REMAIN IN THE HAMDS OF TRE
GOOR. IT IS ANTICIPATED THAT FIVE DIFFERENT BIODERS
WILL SUCCESSFULLY BID ON THREE DISTRIBUTION COMPAKIES
(RORTHERM. SOUTHERN AND EASTERM DISTRICTS) AMD TWO
GEMERATION CONPAMIES (THE COE-RUN HAIMA AND 1|TABO
GEMERATORS WILL BE SPUN OFF1.

REGULATORY STRUCTURE: SUPERIMTENDEMCIA DE ELECTRICIDAD
S. M) ORE OF THE IMMEDIATE CUTCOMES OF THE RECEMT
NATICHAL DIALOGUE WAS PRESIDENTIAL DECREE WO. 118-38
ESTABLISHING A NATIONAL SUPERINTEMDENT OF ELECTRICITY
(SUPER INTEMDENCIA DE ELECTRICIDADY WITHIN THE
SECRETARIAT OF IMDUSTRY AND COMMERCE. THE PROMULGATIOK
OF THIS DECREE ESTABLISHIMG A REGULATORY STRUCTURE FoR
THE SECTOR HAS SERVED TO ALLAY SOME OF THE ANXIETY OF
WOULD-BE INVESTORS ABOUT THE GOVERNMENT'S INAEILITY T

CONF IDENTIAL
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FRGE B2 OF 8 HID=193883681535 Biarsg
WIN APPROVAL OF THE ELECTRICITY LAW FROM THE CONGRESS.
OME FOTENTIAL BIDDER COMMENTED TO ECOHOFF. “HOW CAN WE

EID IF WE DON'T KNOM HOW THE PRACE OF THE ELECTRICITY  ~"m

IN THE SYSTEM WILL BE CALCULATED. WHAT THE COMDITIONS
WILL BE FOR SELLING TO CUSTOMERS: AMD MOST IMPORTANTLY
IN THE CURRENT CONINICAN COMTEXT) WHAT KIND OF SUPPORT
THE FOTENTIAL IKVESTOR WILL RECE{VE FROM THE GOVERKMEWT
IF IT HOVES TO CUT OFF SERVICE."

CONKFIDMENTI AL SECTION @1 OF £ SANTO DOMINGO 281714
CORRECTED COPY - CORRECT DECL

£.0. 17958 DECL: B4/@e 2083

TAGS:  EHRG: OR

SUBJECT: ELECTRICITY WRAP-UP: PRIVATIZATION AND
RELATED 15SUES

BEF:  SAMTO DOMINGO 1872

& M EVENTS SINCE EARLY FEBRUARY HAWE SERNED TO
UNDERLIME THE KMIFE EDGE OM WHICH COE HOW OPERATES. A
SEVERE STORM OM FEORUASY 4 -- BY COIMCIDENCE THE SAME
DAY PRESIDENT FERKAMDEL WAS SCHEDULED TO ATTEND THE
CERENOMIAL OFF-LOADING OF THE FIRST FOUR OF THE FIVE
JANY GEMERATORS PURCHASED FROM GEC ALSTROM (FRAMCE) --
CAUSED EXTENSIVE DAMAGE TO THE WATIONAL GRID. AN
EMERGY SECTOR CONTACT COMHENTED TO ECOMOFF IN THE STORM
AFTERMATH THAT THE GRID IS 50 UNSTABLE THAT “JUST
EUMIDITY,* WUCH LESS SEVERE WIKD AMD RAIM. CAN CAUSE A
CASCADE AFFECTING THE EMTIRE GRID. [T THEW TAKES CDE &
FULL QRY T0 RE-EALANCE THE SYSTEM. THIS INSTARILITY (N
THE MATIONAL GRID: ON TOF OF A DROUGKT-IKDUCED DECREASE
IN THE GEMERATION OF MYDROPOWER AMD FRODUCTION PROBLEMS
ON THE PART OF IMOEPEMDENT POWER PRODUCERS SMITH-EMRON
AMD MES: RAVE SERVED TO VHCREASE THE DAILY BLACKRUTS
SUFFERED THROUGHOUT THE COUNTRY. THESE PROBLEMS ARE
COMPOUNDED BY COE'S WELL-KNOWN ADMINISTRATIVE
SHORTCOMINGS: FAILURE TO ADEQUATELY METER THE
ELECTRICITY 1T SELLS, FAILURE TO COLLECT FROM 115
CUSTOMERS ETC.

T. W) COE'S TWO PRINCIPAL PLAKTS: ITABO | AKD 11
REQUIRE GEMERAL MAIMTEMAMCE THAT COULD LAST ENGHT
HONTHS OR MORE. THE TWO FLANTS EACH HAWE AM INSTALLED
CAPACITY OF L25HW BUT ARE CURRENTLY RUNNING AT 8-3EHV.
ITABO | EASN'T BEEN OMERWAULED SINCE 1391 1TABO 11
SINCE 1334, THE FEVE UNITS AT RAINA TELL HUCH THE SAME

MID=1998895815% a3
10BMW. ONE E4MW UNIT 15 REPORTEOLY BEYOMD REPAIR.

B, 0 THE GODR |5 PINMING 175 HOPES FOR AN IMPROVEMENT
IN THE ELECTRICITY SITUATION ON THE FRENCH 4w
GEMERATORS: TWO OF WHICH ARE WOW EXPECTED TO BE
INSTALLED [N SAM PEDRO DE MACORIS IN ADUANCE OF TRE MAY
ELECTIONS. INDUSTRY SOURCES: WOMEVER: ARE HIGHLY
SKEPTICAL. SAYING THAT THE F1% 15 .LIXECY: 1O A SHORT
TERM OKE. THEY WARH THAT THE INCREASED FUEL BILLS FOR
THE MEW GEMERATORS WILL SIMPLY INCREASE CIE'S COSTS
WHILE THE RISK THAT THEY WILL BE RUN INTO THE GROUND IN
SHORT CRDER THROUGH LACK OF MAINTEMANCE 15 HIGH.

CURRENT STATE OF THE US IPP*S: AES JOINS SMITH-EMRON
IN THE SCAPEGOAT SWEEPSTAKES

9. [C) AES DOMINICAN POWER PARTHERS JOINED SMITH-EMRON
N THE GOVERNMENT™S BLACK LIST WHEN BOTM TS GENCRATORS
FAILED IN FEBRUARY. THE GOOR FOCUS WAS SOLELY IN
GETTING THE PLANT BACK INTO OPERATION AS QUICKLY AS
FOSSIBLE AND KEEPING IT GOING THROUGH THE MAY ELECTIONS
WITH LITTLE ACKMOWLEDGEMENT OF THE TECHMICAL CAUSE OF
THE FAILURE. BOTE UNITS WERE BROUGHT BACK ON LINE AS
OF MARCH 26. AES: MOWEVER: ALSC INFCRMED ECOMOFF THAT
THE PAYNENT BACKLOG WITH CRE 15 AGAIN NEARING THE
CRITICAL LEVEL. AMOTHER U.S. IPP. CORSTAL POMER: HAS
ALSD APPROACHED THE EMBASSY WiTH THE IMFORHATION THAT
ALTEOUGH IT HRS BEEW A COOQO SOLDIER -- GENERATING
ELECTRICITY AT COE DEMAND AND KEEPIRG ® LOY PROFILE --
CDE HAS RESPOMDED BY RUKMING QP QUER [{b}“ }] I
URPAID BILLS.

18, (C) VHEN ASKED WHY THEY WOULD CONTINUE T0 CONSIDER
INVESTING IN THE DR IN THE FACE O COE'S PAYMENTS
RECORD: THE U.S. IPPS UKIVERSALLY RESPOND THAT THEY SEE
OPPORTUNITY IN THE SECTOR. THEY ACKNOWLEDGE: HOWEVER:
THAT THE ABILITY OF CDE TO WAXE ANY KIND OF LUNP SUN
mmwumm:mmummmmmkmgﬂ
IS DEPENDEN
PRIVATITATION. ONE COMMENTED THAT, “WITHOUT
PRIVATITATION: 1T MAKES MO SENSE TO INVEST HERE.= THE
FEBRUARY 27 CHANGE IN LEADERSHIP AT COE HAS ADDED AN
ADDITIONAL ELENENT OF DISQUIET T0 THIS ASSESSMENT:
SOURCES IN THE U.5. IPPS STATE THAT [(D)(1)]
OPPOSES THE PRIVATIZATION OF COE. VE CAN OMLY HOPE
THAT WITH THE PRE-QUALIFICATION PROCESS HOVIKG ALONG:
IT 15 T00 LATE T0 DERAIL IT. WATT

STORY:  THE UNITS HAVE A TOTAL INSTALLED CAPACITY OF B
J6EHW BUT ARE WOW RUMNING AT A TOTAL OF APFROXIMATELY LiE
GONFIDENTIAI
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PAGE 1 OF I MiD=139887162218 BIB6)s 111990
CAVEAT (51 =

HAKOLE VIA

ACTION = CTRSIGI (10 1BRD (L} + 108 110 1DC (10, 10D (10 INL 4116 1TT 0y

OC (1) +SEN £-)

CRC = 4C89

00 RUEATRS

DE RUEWDG E1872/81 8711361

INY CEECE TIH B

0 121EEIT HAR 58

FH AMENBASSY SANTO DOMINGO

70 RUEHC/SECSTATE MASKDC IMHEDIATE 9886

RUCFDOL/USDOC WASHDL

INFO RUEHPU/AMEMBASSY PORT AU PRINCE 8547

i}

CONFIDENT | AL SECTION 81 OF @3 SANTO DOMINCO 201877

E.0. 179%8: DECL: B3/12/7883
TAGS: ENRC, BR
SUBJECT: SMITH-EMRON: WORLD BANK TO PLAY A ROLE

CLASSIFIED BY CHARGE D*AFFAIRES A. 1. LENDA E. WATTS
REASON: 1.5 M.

1. (C) SUMAARY: (W HIS MARCH % VISIT TO SANTO DOHINGO
WORLD EAME PRESIDEMT WOLFEMSCHM COMNITTED T0 PLAYIKG A
ROLE IN RESOLVING TEE SMITH-EXROH/CORPORATION
DOMINICANA DE ELECTRICIDAD 4CDE} DISPUTE, WORLD BAMK-
CHRIRED MEDIATION TALXS SHOULD TAKE PLACE WITHIN THE
NEXT 40 DAYS BEFORE TEE INTERWATIONAL AREITRATION PAREL
KOW CONSEDERING THE DISPUTE HANDS DOWN 115 DECISION.

[(b)(4)]

THE PAYMENT HAS WOT YET BEEN RECE IVED BUT. WITH THE
INTERUERTIOK THIS WEEK OF WOLFENSOHN. SRITR-ENRON
EXECUTIVE DIRECTOR EEVIN MANKIKG 15 OPTIMISTIC THAT COE
WILL HAKE THE PAYHEMT. END SUMMARY.

WORLD BAKK TO MEDIATE

I, M) WORLD BAKE PRESIOENT WOLFEWSOMN VISITED SANTO
DOMINGD ON MONDAY: MARCH 9. N HIS MEETING WITH
WOLFEKSONN: PRESIDENT FERNRMDED APPEALED FOR HELP WITH
THE SHITH-ENRON (5-E] “PRCBLEM. = WOLFENSOAN REPORTEDLY
RESPONDED THAT TRE DISPUTE BETWEEN CDE ARDS-E 15 A
COMPLEX ISSUE WHICH WILL WOT BE SOLVED QVERNIGHT BUT
THAT HE WOULD PERSOMALLY TRY TO HEDIATE A RESOLUTION.
PRESIOEMT FERNANDET REPORTEDLY UMDERL INED TO WOLFENSORN
THAT IT IS |MPORTANT THAT THE CONTRACT “LOOK FAIR
-NOTE:  1LE.oMAKING CHAMGES THAT WILL PLAY WELL WITH

MI0= 195807102118 g10515

THE DOMINICAN FUBLICI. ALTHOUGH MOTHING HAS BEEW SET.
“b)gﬁ} BELIEVES WOLFEMSOHN WILL

AIR A FIRST MEDIATION KEETING IN WASHINGTON. T0°
ADVANCE THE PROCESS. TWO IFC OFFICIALS REMAINED |N
SANTO DOKIRGD AFTER WOLFERSONM'S DEPARTURE. THE
OFFICIALS MET WITR 5-E ON TUESDAY. MARCH L6, AMD WERE
SCHEDULED T MEET WITH COE OFFICIALS AKD MEMBERS OF ITS
BOARD ON MARCH [1. THE IFC REPRESENTATIVES WERE
REPORTEDLY TASEED WITH ESTABLISRIMG THE OPENING
POSITIONS OF BOTR 5IDES PRIOR TO EOLDING A PREPARATORY
KEETIRG IN SRNTO [OMINGO BEFORE THE FIRST OFFICIAL
HEETIRG IN WASHINCTON CHAIRED BY WOLFENSOEN,

11193

AREITRATION PANEL

3. THE DIFFEREMCES OK THE CONTRACTUAL IMTERPRETATION
BETWEEN S-E AWD COE ARE NOW BEIMG CLARIFIED IN & COURT
OF IMTERMATIOKAL ARBITRATION INW MEXICO CITY. THE
AMOUKT IMGOLVED AMOUNTS TO APPRONIMATELY USS4@ MILLION,
TRE ARBITRATION PANEL COMVENED IH NID-FEBRUARY AND WILL
HOLD 075 LAST MEETING ON MARCH 17. ITS DECISION WiLL
BE HANDED DOWN 38 DAYS AFTER THAT DATE.

[(D)(4) , (b)(E)]

PANEINENTIAL
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[(b)(4) , (b)(®)] [(b)(4)]

CONFIDENT ! AL SECTION 87 OF 3 SANTO DOMINGO BEIETY

E.0. 17958: DECL: 8371077663
TAGS: ENRG: OR
SUBJECT: SHITH-EWRON: WOSLD BAMK TO PLAY A ROLE

[(R)(4) , (b)(B)]

EXRON HAS BIGLER PLANS FOR THE OR?

[(b)(4) , (B)(6)]

NEXT STEPS

[(b)(4)]

A5 NOTED ABOVE. FOLLOWING THE MEETING
BETWEEN WILFENSOEN AKD PRESIDENT FERKAMDEL. TWO IFC
QFFICIALS REMAIMED IN SAKTO DOMINGO TO IMVESTIGATE THE
DISPUTE. THE IFC REPRESEMTATIVES MET WITH S-E ON
TUESDAY: MARCH 18: AND WERE SCHEOULED TO MEET WITH COE

D (1S B0RRD O WRACH 11. [(B)(4) , (b)(6)]

16. @[(b)(6)JEPORTED THAT SHITH HINSELF WILL
ARRIVE TN THE DR ON MARCH 14. EMRON WANAGERS WILL ALSO
VISIT THE DR. THE EMBASSY HAS askED [(D)(6H reer v
CLOSE TOUCH AMD BAS INDICATED ITS WILLINNESS 0 MEET
VITH THE COWPRNY OFFLCIALS,

1. C1 THE WORLD BAKK HAS UNDOUBTEDLY TAKEM ON THIS
PRICKLY PROBLEN BECAUSE OF THE IFC'S INVOLVEMENT IN
FIMANCING THE PROJECT. A MEDIATION RESULT MAY BE HORE
ATTRACTIVE TO THE GOOR BECAUSE OF THE LOSS OF FACE THAT
YET HAY RESULT FROM A DECISION BY THE ARBITRATION
FAMEL. HEDIA REPORTING ON THE START OF THE ARITRATION
FROCESS WAS WITUPERATIVE WHICH UNDERLIMES THE
OIFFICULTIES THE COOR MAY FUMD ITSELE- (M (M HAULMG S0
LAMBRSTED THE S-E CONTRACT THAT 1T BECOMES DIFFICULT T0
ADMIT TO THE DOMIMICAN PUBLIC THAT THE CONTRACT IS KOT
50 FAR REMOVED FROM THE IMDUSTRY STAMDARD. MORE
DAMGERQUSLY. COE HAS MADE SUCH A WHIFPING BOY OUT OF 5-
E THAT IT BECOMES QUESTIOWASLE WHETHER CERTAIN COE
EMPLOYEES MIGHT HAVE MORE INVESTED IN SEEINE KO
SUCCESSFUL EESOLUTION.

I11. [T} THE TIMING OF THIS PHASE OF THE LONG-STANDING
DISPUTE MAY ENDANGER AMOTHER PROJECT IMPORTANT Td 0.5,

INTERESTS. [( b}{4}]

POMCINCMTIAL
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[(R)(4)]

¥
™

CONFIDENTI AL SECTION B3 OF 8 SANTO DOKINGO 281871

E.0. 17958 DECL: @3/12/7883
TAGS: ENRG: DR
SUBJECT:  SHITH-ENRON: WORLD BANK TO PLAY A ROLE

[(B)(1) . (B)(4)]

WATT
BT
1872
1]
LLEG)

FONEINENTI AL
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FAGE 81 HiD=19988308206% ERER Jaan
CAVEAT (30 =

HAROLE VIR

ACTION = [TRSIBOL (18 «EPD (1) o FCEN (10061 110+ 1ADE 114 [BRD (1) -hBRLY

UDC (00 IMB LD ANF (Do THA 0D o (ML ALY ITAS (Do TR 1D ITHEDY /OIHF 111

QG (10« SEN 1=« KRR (114 XL1 1D

CRC = F43E

ER RUEATRS

OE RUEHDG BE411 B3BI916

INY CCCCC I1TH

R JBLIIET JAN 9%

FH AHEHEASSY SANTO DOHINGO

T0 RUEHC/SECSTATE WASHDC 8547

INFO RUEHPU/AMENGASSY PORT AU PRINCE E3ip
BT

CONFIDEMRTI AL SANTO DOHINGO BaBdll

E.0. 12%%4: DECL: 81/13/7883
TAGS: ECON EFIN ENGY KTEX DR
SUBJECT: CHARGE HEETS FIKAMCE SECRETARY TORIEIO

U CLASSIFIED BY LIMDA E. WAIT. CHARGE D" AFFAIRES
A.|.i BEASON: 1.50.

1. [0 CHARGE MADE A “GET ACQUAINTED™ CALL ON SECRETARY
OF FINAMCE DANIEL TORIBIO JAMUARY L4, THE FOLLOWING
REPORTS OM THE [SSUES TCUCHED ON IN THAT CONVERSATION.

1. (G) CHARGE RAISED THE PROSPECTS FOR CONTINUED
PROCRESS OM THE ECCNOMIC REFORM PACKAGE ORIGINALLY
SUBITTED 8Y THE FERMRNDEL ADHINISTRATION TO THE
CONGRESS 1N COMJUNCTION WITH ITS 1397 BUDGET. TORIBIC
RESPONDED THAT THE GOVERKHENT 1S HOPIMG FOR BETIER
SUPPORT FOLLOMING THE HAY CONGRESSIONAL ELECTIONS, &E
BLSDr HOWEWER, UMDERLINED THE |HPURTAMCE OF THE OM-
‘GOING GODR FREE TRROE ASEA MEGOTIATIONS WITH CEMTRAL
AMERICA AMD CARICOM SAYING THAT THE PRIVATE SECTOR WILL
WANT A LEVEL PLAYING FIELD WITH THEIR CENTRAL AHERICAN
COUNTERPARTS WHICA WILL IN TURN LEAD THEM TO PUT
PRESSURE ON THE CONGRESS FOR PROGRESS OM THE REFORM
PACKAGE WESPECIALLY THE TARIFF REFORM PROVISIONSI.
TORIEI0 NOTED THAT FREE TRADE IOME OPERATORS ARE
PARTICULARLY ANXIOUS TO SELL TO CEWTRAL AMERICA WHILE
DOMESTIC PRODUCERS CLAIK THEY WILL HAVE AN UKFAIR
AOVANTAGE. CHARGE RESPONDED THAT THIS PROSLEM WAY
ALREADY HAVE BEEH FACED 8Y THE CENTRAL AHERICANS: WHO
HIGHT BE ABLE TO OFFER SUGGESTIONS O HOW THE ISSUE HAS
BEEM HANODLED TO DATE.

3. W) WEEW CHARGE QUESTIONED HOW THE GOOR WILL AKE UP

HiD=1992820020¢3 BaaTal
FOR REVENUES LOST THROUSH THE PROPOSED CHAMGES IN TRE
CUSTOMS REGIME, TORIGIO0 RESPONDED THAT THE GOVERNHEMT
BELIEVES IT WILL MAKE THEM UP TEROUCH THE PROPOSED
INCREASE OF THE ITEIS TAX LOCAL VAT TR FROK 8 T0 12
PERCENT AMD AN ACCOMPANYING REDUCTICN IN TRE NUMEER OF
EXEMPTIONS MOW ALLOWED UNDER THE TaX COIE.

laran

DEET

4, L1 TORIBIO RAISED THE GODR'S NOW FAMILIAR COMPLAINT
ABOUT THE BURDN OF FOREIGN DEBT PAYHEMTS. HE AOMITTED
T0 CHARGE: HOWEVER. THAT THIS WAS MORE A
“PRILOSOPHICAL™ |SSUE WITH THE USG AND THAT THE GOOR'S
CCHPLAINTS WERE MORE AIMED AT THE [FI°S.

SHITH ENRON

5 [C1 TORIBIO ALSO RASED THE ISSUE OF GODR
DISSATISFACTION WITH THE PERFORMANCE OF IRDEPERDENT
FOMER PRODUCER SHITH EMRON (A 133 HEGAWATT COMEINEQ
CYCLE PLANT IN PUERTQ PLATA 15 A JOINT VENTURE BETWEEM
ENRON CORP. AKD SNITH COGENERATION) UNDER THE TERMS OF
ITS CORTRACT WITH THE GOD® (NOTE: SIWCE 1T STARTED
OPERATION: THE PLANT HAS EXPERIENCED CONTIKUING
QIFFICULTIES 1N MEETING |75 COMTRACTUAL OBLIGAT NS
REGARDING MINISUM PONER GENERATION LEVELS). TORIBI0
COMMEKTED TEAT THE GODR HAD ASKED THE (NTERWATIOKAL
FINAKCE CORPORATION (IFC) “TO FOLLOW THIS PROBLEM. "
TORIBI0 ALSO SPECULATED THAT EHRON ¥OULD MOT WeNT 70
HAVE 175 INSTITUTIONAL IMAGE BESMIRCHED BV THE ON-GOIKG
PROBLEMS WITH THE PLANT MOTE: TORIBIO0'S COMMENT IS 1N
LAME WITH A LETTER DATED JAMUARY & PASSED T0 THE
EMBASSY AMD FAXED TO EB/ESC/IEP/EPC AND RRA/TAR IN
W4ICH CDE REQUESTS & HEETING WITH SENIOR EARON
HARAGEMENT COMCERMING THE CONTIMUING PROBLEMS WITH THE
PLANTY. WATT

)

i

FA3E

HKHM

CANFINFNTIAL
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CAVEAT ) = R
HANOLE via DOHINICAN POWER PARTNERS YET TO BE PAID
ACTION = (TRSD ML (Lbo ITAS (KD o0 (1) o SER -3 KAR LI LT 1D o . S i o s i e
CRC = 3134
[(b)(4) , (b)(6)]
00 RUEATAS

OF RUEHDS #6771 3510212

INY CCECC TIH

0 ETH22T DEC 9

FH AMEMBASSY SANTO DOMINGD

10 RUEHC/SECSTATE WASHDC IMMEQIATE 3112
INFD RUEKPU/BAMEMBASSY PORT AU PRINCE B34

a1

CONFUIDENT I AL SANTO DOMINGD BB6711

E.0. 179%: DECL: 12/1e/28M2

TAGS: EMRG, DR

SUBJECT: STATUS OF CLAIMS O COE

REF: A SANTO DOMINGO 6627, 3. SANTO DOMINGO 6637

L. i CLASSIFIED BY: LINDA WATT: CHARGE D' AFFAIRES
BLG REASON: 1510,

Lo sy [(b)(4) , (b)(6)]

GHE DOWN:  SHITH-ENRDN COMMENT

L[(b)(6)] §. i) ALTHOUGH-DPP'S CLAIN AGAINST COE HAS NOT YET
CONF IRMED RECEIPT OF PAYMENT IN THE AROUNT OF £15.5 RIT THE PRESS: THE WORD 1S OUT IN THE EMERGY SECTOR.
NILLION FROM COE BY DAY'S END DECEMBER 12. ﬁb}{ n)l VAILE SHITH-ENRON CONTINUES T0 BE THE MOST CONVENIENT
INFORMED ECONOFF THE CONPAMY EXPECTS T0 FIKISH  BOILER

SCAPEGOAT FOR THE ILLS OF THE SECTOR:
UPGRADE THIS VEEK AXD INCREASE POVER GENERATION FRON [(b)(4) , (b)(6)]

145 T0 188 HEGAWATTS. b (52 AID HE |5 COKCERNED

THAT THE PRESS CONTIKUES TO REPORT COMMENTS BY & WUMBER THE TIMING OF THIS CONFRONTATIOW 13

CF LON RANKING GODR OFFICIALS IN FAVOR OF NATIOMALIZING UNFORTUNATE -- CDE HAY YET BE ABLE TO COWVINCE

RIS PLANT -- THE LATEST 15 & DECEMBER 11 REPORT IN DONIKICANS TEEIR CHRISTMAS LIGHTS WERE TURNED OFF BY
LEADING DAILY LISTIN DIARIG QUOTING A SUB-DIRECTOR WILLAINOUS FOREIGH POMER PRODUCERS. WAIT

CEMERAL OF THXES AS SAYING THE COMPANY SHOULD BE g1

KATIONALIZED WHILE THE BALAGUER-ADNINISTRATION L

OFFICIALS WHD SIGNED THE CONTRACT WITH SMITH-ENRON 3N

SHOULD BE “SUBNITIED TO JUSTICE FOR BETRAYING THE LELL)

RATION...." ECOMOFF REASSURED L(F?&EB]J!T SENTOR
COOR OFFICIALS HAD UNOERLINED T $1 THAT THIS

WAS NOT THE POLICY OF THE GODR.

PANEINENTIAI
00500000000795
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CAVEAT 18 =
HAROLE V1A

ACTION = (TRSIEFD CLD o 1BC (Do ADO (L0 e DRL ALY o DT 01D ATT (000 QC (M e,

SEN -
CRC = BEFD

00 RUEATRS

BE RUEADG BGG3T 3451343

INY COCCC 2IY

0 1113432 DEC 97

FH RMEMBASSY SRNTO DOMINGO

T0 RUEHC/SECSTATE WASHOC |MMEDIATE B84

IKFO RUENPU/AMERBASSY PORT AU PRIMCE 8515

Bl

CONEFIDENTI AL SANTD DONINGO BBe63T

E.0. 12958: DECL: 12/18/2891
TAGS: EMRG: DR
SUBJECT:  ANOTHER COE CLAIMANT ISSUES SHUTDOWN WOTICE

I, M) CLASSIFIED BY: EOWIN CUBEISON: CHARGE: REASOM:
1.5 m

. w[(b)(6)] BES
CORPORATION: OWNER AND OPERATOR THROUCE AES AURORA
DOINICAN POWER PASTHERS @FPF) OF TRE 183 MEGAWATT L0
MINA POWER PLANT: COMTACTED EMBASSY LATE OW DECEMSER 18
T0 INFORN US THAT. FOLLOWING RECEIPT OF A LETTER THIS
WEEK FROM ITS FUEL SUPPLIERe SHELL: DPP HAS ALSO
FORMALLY MOTIFIED CDE IT WILL SRUT DOWN OFERATIONS IF

PAYMERT OF W5 WOT RECEIVED BY DECEMBER
PN 5 (b)(4)]
[(b)(4)]
[()(4)]

A5 MOTED
ABOVE: HOWEVER. LETTER GIVES CDE UNTIL

DECEMBER 21 TO MAKE TEE PAYMENT.

MID=1997 34581155 57877

[(b)(4)]

7. M) POST BAS FAXED CopiEs of 0Fp [(D)(6)]

LETTER T0 ARA/CAR AD EB/ESC/IEP/EPL.
THIS DENAD 1S NOT YETPUELIC IN SANTO DOMINGO. WHERE
THE PRESS 15 STLL DNELLING ON THE CDE SHITH-ENRON
PAYHENT. WE BAVE MO CONFIRMATION THAT THAT PAYMEMT HRS
BEN RECEIVED. CUBSISON
BT
1637
8D
KRN

CONFIDENTIAL -
00500000000796
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CAVERT 15) =
HARILE VIA
ACTION = [TRSICID (10« EPD (1) + INL OL) G (1) » SEN (<)
CRE = BERE

HID=1997 34442435 B66EAA

00 RUEATRS

DE RUEHDG §EG27/81 1442824

INY CCCCC 174

0 LEE24L DEC 57 .

FH AMEMBASSY SANTO DOMINGD

T0 RUEHC/SECSTATE WASHOC IMHEDIATE 8834

INFO RUERPU/AHEMEASSY PORT AU PRINCE 811

ar

CONFUOODENT AL SECTION @1 OF 07 SANTO DONINGO G627

E.0. 17958: DECL: M1/18/000

TRGS:  ERAG: DR

SUBJECT:  HOT-HEADED PUBLIC COMMEMT AGGRAVATES TENSE
SITUATION OVER COE SHITH-ENROK PAYHENT

. [0 CLASSIFIED BY: EOWIN CUBBISON: CHARGE: REASCM:
LS o

1, [Ch SUMHARY: |WDEPENDENT POWER PRODUCER SMITH-
ENRON COGEMERATION LIMITED PARTHKERSHIP INFORMED THE
CORPORATION DOMIMICARA DE ELECTRICIDAD {CDE) ON
OECEMSER 7 IT WILL SHUT DOWN GPERRTECHS IF [T FAILS TO
RECEIVE A [{b](d.]] PATHENT BY FRIDAY, DECEMBER
1. CDE BOARD PRESIDENT CELSO HARRANLINI SUBSEQUENTLY
CONMENTED ON A MORMING TALKSHOW DECEMBER 9 THAT “IF IT
DEPERDED O CELSO MARRANIINI™ WE WOULD MILITARITE THE
FACILITY, SENIOR GOOR OFFICIALS ASSURED THE EMBASSY
THAT THIS STATEMENT DOES NOT REFLECT THE POSITION OF
THE COVERMMEMT. CDE ADMINISTRATOR MOMTAS ALSO INFORMED
THE CHRAGE CODE WILL PAY SNITH-EMRON O WEDHESDAY:
DECEMBER 18, THIS PROMISE WAS RENTERATED IN A PUBLIC
STRTEMENT RELEASED TO THE PRESS BY COE TUESDAY EVEMING

DECEMBER 9. SMITH-EMRON Ls'lg {65)1 ¥iLL
HOTIFY THE EMBASSY WEEW P T 15 RECEIVED. END

SUMHARY.

BACECROUND:  SMITH-ENRON - THREATENS TO PULL THE PLUG

3. W) THE TROUBLED CORPORACION DOMINICANA DE
ELECTRICIDAD ICOE) IS REPORTEDLY LAGGING FARTHER KD
FARTHER BEAIND IN 115 PAYMENTS 10 INDEPENDENT POWER
FRODUCERS. WITH FIMANCIAL OBLIGATIONS COMING DUE ON
FONDAY. DECEMBER 15 SHITH-ENROR INVOEED THE TEM DAY
HOTICE PROVISION IN 1TS CONTRACT. INFORMING COE BY

LETTER DATED DECEMBER 2 THAT [T MOULD SHUT DOWN
OPERATIONS IF 1T DID NOT RECEIVE A PAYKENT FOR [(D)(4)]

A

HID=1997244 81435 Boeeds
HILLIOK EY FRIDAY. DECEMEER 11

CDE BOARD MEMBER ADVOCATES CALLING N TME MILITARY
+. 0 suiTh-enon [(b)(6)]

CONTACTED THE ENBASSY EABLY ON DECENBER 9 10 INFORN US
THAT CDE BOARD PRESIDENT CELSO NARRAMLINI HAD APPEARED
DN A MOENING TALKSHOM AND SAI0 TEAT IF IT DEPEMDED ON
CELSO MARRANZINI, | WOULD TELL THEN (SMITH-ENRON) TO
TURN OFF THE POVER AND. N THE 11TRe MILITARIZE 1T, AKD
GIVE T TO COE ON THE 1214.° NARRANZINI'S COMMENT WaS
PICKED UP BY AFTERNOON DAILY EL RACIONAL WHICH LED THE
STORY VITH A BANNER WEADLINE “CONEP PRESIDENT FAVORS
COE MILITARIZING SMITH, " [(b)(ﬁ}]

[(b)(4) . (b)(B)]

b, G} IMMEDIATELY FOLLOWING TRE MEETING W1TH
[{b](ﬁﬂﬂhm AKD A/OCH COKTACTED [[b}{ﬁ]]

RESPECTIVELY T DISCUSS HARRANIINI'S COMMENTS, HONTAS
INFORMED CHARGE THAT COE PLANMED TO MAKE THE PAYMERT T0
SHITH-ENRON 0N WEONESDAY, DECEMBER IBJE‘b?gﬁ‘;}LSﬂ
INFORMED HER THAT IT 15 MOT THE INTEN HE GobR 10
TAKE ANY ACTION THAT WOULD BE A DISINCENTIVE TO FOREIGH
INVESTHENT, N ELI)SIHErL bzs NTED THAT THE
ISSUE SHOULD NEVER HAVE GOTTEN INTO THE PRESS 1H THE

FIRST P{“E[;Jgh};(mﬁa[] |FORMED A/DCH
THAT ALTHOUGH HE 1 BEEN [NFORRED OF WHAT

HARRANZINI HAD SAIO: 1T WAS MOT THE OFF ICIAL POSITION
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PAGE B2 OF 8 MID=19%734480435 T LT
OF THE GODR. HE SAID HE WOULD IMMEDIATELY CONTACT THE

COE AGMINISTRATOR AND THE PRESS SECRETARY OF THE
rmmmvmmymmmummwmwa T
OPINION THAF THE PROSLEN WITH SHITH-EXRON WOULD BE

SOLVED THROUGH NEGOTIATION AND THAT UNOER NO

CIRCUNSTANCES WOULD MARRANZINI'S COMMENT HAVE THE

BAULING OF THE GOVERWNENT. HE CLOSED BY SAYING THAT

HASRANTINI'S COMMENT NAS "PROBABLY THE OPINION OF THE

CONF 1 OENT| ALSECTION 82 OF 82 SANTO DONINGO 886627

E. 0, 17368: DECL: 12/18/1000

TAGS: ENRG. DR

SUBJECT:  HWT-HEADED PUBLIC COMMENT AGGRAVATES TEMSE
SITUATION OVER COE SMITH-EMRON PAYMENT

HOMENT: UNDER PRESSURE. "

THE WEOMESDAY MORMING PRESS

7. W) LEADING DAILIES LISTIN DTARIO AKD HOY LED THEIR
FRONT PAGES 0N DECEMBER 18 WITH STORIES AROUT A PUBLIC
ANNOUNCEMENT MADE BY CDE THE WIGHT OF THE 3TH. COE
ARHOUNCED THE IMPASSE WITH SMITH-ENRON RAD BEEK
RESOLVED AMD THAT IT PLANKED TO MAKE THE PAYMENT TODAY.
THE LISTIN ARTICLE MOTED THAT “THE SOLUTION... WAS
ARKOUNCED ROURS AFTER SHMITH-EKROW COMPLAINED TO THE
EMBASSY ABOUT ITS COMFLICT WITH CDE...."

8. G} EMBOFF COMTAGTED PICHARDO WeD CONFIRRED CDE
ADHINISTRATOR MONTAS HAD ALSO CONTACTED HIM TO 5AY COE
WOULD PAY O THE 18TH. PICKARDD WILL INFORM US WHEN
PAYMENT HAS BEEN RECEIVED.

9. Uk A COMPANION REPCRT ON THE ELECTRICITY SECTOR IN
- HOY STATED THAT PEAK HOURS ELECTRICITY DEMAMD ON
DECEMBER 9 WAS 1.258 MECAWATTS WHILE COE SUPPLIED DMLY
985 MECAWATTS. WHOY CRERACTERMIED THIS 255 MECAWATT
SHORTFALL AS COE'S MOST CRITICAL FOINT IN THE LAST FEW
WEEKS OF GROWIMG BLACKOUTS (M SENTO DOMINGO AND
ELSEWHERE. - THE ARTICLE COMMENTS THAT SMITH-EMRON HAD
PLATED A PART IM THE SMORTFALL. OPERATING AT 143
MEGAMATTS INSTEAD OF THE 185 FOR WHICH THE FACILITY IS

OESICNED. [COMMENT: THE SHITH-EKRON SHIRTFALL 15
KOWEVER: A SMALL PERCENTAGE OF THE SHORTFALL ON THE
LRI
CORKERT

10, b THERE 15 A STRONG PERCEPTION ON THE PART OF

Hi0=1997 34402435 BERE4S
THE DOMINICAN MAN-ON-THE-STREET THAT SMITH-ENRON HAS AN
UMFAIR CONTRACT, PUEBLIC PERCEPTIONS HAVE NOT BEEN
HELPED BY THE COWPANY'S FAILURE TO GENERATE
CONSISTENTLY TEE ELECTRICITY IT CONTRACTED TO PROVICE
AMD BY TS THREAT TO SHUT DOWN OPERATIONS THREE WEEKS
BEFORE CHRISTHAS.

[(b)(6)]
THE

PUBLICITY GENERATED BY THIS EXCHANGE SERVES TO FURTHER
EXACERBATE FUBLIC TEWSION OVER COMTINUING ELECTRICAL
BLACKOUTS. THE EMBASSY WILL REPORT IMMEDIATELY WHEM |1
LEARNS THAT PAYMENT HRS BEEN RECEIVED. EMD COMMENT.
CUIBRISON

BT

16517

36

LLLL]

1871481

FOMCINCMTI AL

00500000000798
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PGE 01 O M HiD=199735301211 oA
CAVEAT ) =

HANOLE ViR

ACTION = [TRSDAMAR U1, BO1 1) CID (1)« EPD 1, FCEN 11, GE it} £1'imk
(B 113+ IGH LY LB ALY 4 1D 117, [MB (LF» [N 010 100 (10 LTF (100 411 0
DIKE 1100C 1114 SEN -] 74

CAC = BSFS

1Y
18712461

h//]/

RR RUEATRS

DE RUERTO #5458/81 1531236

INY CCCCC TIH

R 1512367 Dg¢ 97

FH AMEMBASSY HAFUTO

T0 RUEKC/SECSTATE WASHOC 9183

RREEAAASTERT OF ENERGY WASHDC

INFO RUEHSAD/AHCONSUL DURBAN @145
RUERBC/AMCONSIL JOHANNESBURG 3687
RUCNSADSSOUTHERN AFRICA DEVELOPMENT COMMUNITY
RUEHTH/AMCONSUL CAPE TOWN 3126
RUEHSA/RKEHBASSY PRETORIA 8937

RUCRDOC/USDOC WASHOD

Bl

CONFIDERT AL SECTION 81 OF 03 MAPUTO QEs450

DEFT FOR AF/S/EFS AND EBSICD

DO FOR DONNA BODEISH

E.0. 129%6: OECL: 12/18/08

TAGS: EMRG: EPET. ECON: EINWe BEXP: PREL: MO
SUBJECT: WOLAMBIGUE GAS UPDATE

CLASSIFIED BY: DCM CARMEN MARTINEL,
1.5 Eir O MND [E}

L
REASON:

i?. ) SUMMARY: EMRON AND ARCO TEAMS RAVE BEEN IN

(MAPUTO QUER THE PAST TEN DAYS. [(9)(1)]
THE MRCD

[(b)(1)] ENRON:

J-’unu SOUTH AFRICAN PARTNER |DCe PEESENTED FINAL
j FEASIBILITY STUDIES TO THE GEM DECEMAER 18. RSCO

BUT 15 MOVING AHEAD QUICKLY WITH SASOL AND EXPECTS

I IS HAVING DIFFICULTY WITH ONE OF ITS PARTNERS: JEI

|

!

T0 BEGIN DRILLING IN IT5 TEMANE FIELDS EARLY NEXT
EAR.  END SUMRARY.

EMRON UPBERT

3 A EMRON SENIOR VICE PRESIDENT TOMY WAy
ERIEFED AMZASSADGR AND DCY DECEMBER 5 ON TRE STATUS
OF THE ENROM PROJECT. IN A SEPARATE HEETING ON
OECEMBER 13, TOWY DROSTE: GEMERAL MEKAGER OF 10C
[INDUSTRIAL DEVELOPMENT CORPORATION OF

CONFIDENTIAL

DEPT TREASURY COMCEN
PH 622-2222 RM 1121/MT

(N"ﬁ’ "'

ti
1
HiD=193735301211 arexs 18712461
SOUTH AFRIGA - EMRON'S PARTNER 1H THIS PROJECT).
ToLD THE Mﬁﬁﬁmﬂﬂ_ THAT 00 DELFVERED COMPLETED
FEASIBILITY STUDIES TO THE COVERNMENT THAT SAME DAY
IN ADVAMCE OF THE EKD OF YEAR DUE DATE.

4. IC) WKY SAID THE PROJECT DIMENSIONS REMAIN
UUNCHAKGED: THE FIFELIME WOULD COST 3409 HILLION AND
THE STEEL SLAG PLAKT MEAR MAPUTO AND RELATED
ACTIVATIES WOULD COME IN AT S1.64 BILLIOK AND |0C
GEHERAL HANAGER TONY DROSTE CONFIRMED THESE FIGURES
10 U5. ENRON (5 IN PARTNERSHER WITH 1OC ON THE WHOLE
DEAL: BUT COMSTRUCTION AMD OPERAIION OF THE
PIPELINE REMAIN EWRON'S SOLE RESPONSIBILITY.

[(b)(4)]

6. (G0 WAY PREDICTED IT WOULD PROSABLY BE EARLY
1999 BEFORE CONSTRUCTION ON THE PIPELINE COULD
EECIN. CONSTRUCTION OF THE 488 MILE LINE WOULD TAKE

ABOUT 13 MONTHS, [(b}(.r.l}]

CONFIDENTIAL
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PAGE 91 0F 83 MID-ISIISIIANL L T HiB=198735301211 M 1L
[(b)(4)] [(B)(1)]

T ARCO STILL PRESSING

11, €) FOLLOWING CLOSE ON ENRON'S HEELS. A THREE-

MAN ARCO TEAM ARRIVED IN MAPUTO ONW DECEMBER 16 FOR

HEETIMGS WITH KACHAMILA. ARCO AND SASOL- PLAN A 548
1. G} SEPARATELY: DROSTE TOLD US |DC 15 HOPEFUL HILE GAS PIPELIKE SOUTH FROM THE TEMAKE FIELDS TO
CONF EDENTI AL SECTION 82 OF 83 MAPUTO OE5450 SASOL'S SERUMDA GAS FACILITY [(b]“} ' [b}{-q-]]

DEPT FOR AF/S/EPS AND EB/ICD
DOE FOR DONNA BOBESH

E.0. 17958 DECL: 12/18/09
TAGS: ENRG: EPET. ECOM: EINV: BEXP: PREL. MO
SUFAJECT: MOIAMEIQUE GAS UPDATE

SITE WORK OM THE STEEL PLAMT COULD BEGIN BY THE END

OF THE YEAR. EVEN IF FINANCING COULD BE FULLY IN

PLACE EARLIER: CIVIL ENGINEERING CONSTRAINTS WITH

THE ONGOING HOZAL ALUMINUN SKELTER (N MAPUTO: WRICH

IS ALSO AN 1DC PROJECT: WOULD PRECLUDE SITE VORK ANY [(b)(4)]
SOONER.

g {1 ENRON ALSO WOW SEERS TO HAVE A WELL
THOUGAT-0UT PUBLIC RELATIONS STRATEGY. WAY HAS
PLANS FOR DEMIMING OPERATIONS MECESSARY FOR THE
PIFELINE CONSTRUCTION TO BE EXTEMDED (NTO
HEIGHBOR ING VILLAGES AND RORDS. EHRON HAS ALREADY
BECUM ORGARILING TRAINING COURSES IN WAPUTO FOR
SKILLED WORKMEM FOR THE PIPELINE PROJECT, AND THEY
PLAN SCHOOL BUILDINCS AND AN EXTEWSIVE PROGRAM OF
UMIVERSITY SCHOLARSHEPS FOR STUDY IN THE 0.5.

[(b)(1)]
[(b)(4)]

9 00 WAY EVALUATED THE OVERALL DIRECT EMPLOYMENI
IMPACT OF THE PROJECT AS ABDUT S E0d JOBS DURIMG THE
CONSTRUCTION PERSE. FALLING TO BETWEEN 408 AND 1008

THEREAFTER,

[(b)(1)]

14, W1 DISCUSSING THE DIRECT EMPLOYHENT IMPACT.
FOLEY STATED THAT TRERE WOULD BE ABOUT 1188 DIRECT
HIRE POSITIONS: WITH ABOUT 128-128 EXPATRIATE STAFF.
ACCORDING TO THE ARCO TEAM: HANY WORKERS COULD BE
CONFIDENT | AL SECTION E3 OF 83 MAPUTO @o45@

DEPT FOR AF/S/EPS AKD EBSICD
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FAGE B3 OF M3 HID=199738381211 . M43 18/11461 MiD=195735301211 IREL] LEF1246L

OOE FOR OOKKA BOBBISH

E.0. 17958: DECL: 12/18/848
T86S; EMRG: EPET: ECONe EINWe BENP, PREL: MO
SUBJECT: MOIAMBIGUE CAS UPDATE

TRAINED BY SASOL AT THEIR SEKUNDA TRAINING FACILITY
14 SOUTH RERICA.  ARCO ACKNOWLEDGED THAT PUELIC
RELATIONS WAS A KEY ELEMENT: AMD WAS AMARE THAT
ENVIRONMERTAL IWPACT STUDIES AMD A DEMIMUNG PLAN
WERE CRITICAL 10 THE PROJECT'S SUCCESS. FOLEY
WELLOMED THE AMBASSADOR'S ASSURRNCE OF EMBASSY
ASSISTAMCE IN THOSE MATTERS. AT THE SAHE TIME. THE
AMBASSADOR REMINDED THE TEAH (AS HE HAD DONE WITH
EKRONI THAT: WITH TWD US COMPARIES HAVING ADVOCACY
BGREEMENTS: THERE WERE LIMITS TO HOW FAR THE EMBASSY

COULD GO, [{b]“ )]

15, [ THE ARCO TEAM DEPARTED IN AN UPBERT HOOD
AFTER THEIR SHORT TRIP: HIGHLIGHTED BY WHAT THEY
CONSIDERED A VERY ENCOURNG MG FUAIR HOUS MEETIMG WITH
HINISTER KACHAMILA. THE TEAM WAS HEADED FoR
JOHANNESEURG TO MEET WITH JCI KD SASOL AKD PROMISED
US A FURTHER BRIEF NG WHEM ARCO'S MAMAGER OF
[NFERNATICNAL WEGOTIATIONS AND COMTRACTS: DAWID
SUTTER: VISITS HAFUTO I JAKUARY TO CONTINUE TALKS
WITH THE GRM.

EXERGY HIMISTER STILL FAVORS ARCO

[(B)(1)]

[(b)(1)]
CURRAN
A BT
) 450

BEFG
HYNN
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PACE 81 oF 13
CAVEAT (3) =
HAKDLE Wik

ACTION = [TRETCALL 430, ERDCLY.CH Yo ICNALY ADAAL) - INN 113, 115 L)

FTE 000 QINF 110 06 010, SEN -]
CRC = [ABA

PF RUEATRS

QOF RUEHTQ #3379/81 7171453

INY CCCCC ITH

F BR14531 MG 97

FK AMEMBASSY MAPUTA

T0 RUEHC/SECSTATE WASKDC PRIORITY 8487
INFO RUEHSA/AMEMBRSSY PRETORIA 8738
RUEKBE/ AMCINSUL JOKAKKESBURG 3529
RUEATRS/DERT OF TREASURY WASHDC
BREEAMASDEPT OF EMEREY WASHOC
RUCPOGC/USDIC WASHOE

Bl

CONFIDENT AL SECTION D OF £3 MAFUTO BO3379

PRETORIA FOR BRUDVIG

JOHANMESBURG FOR FSC HC ARMOLD

USDAC FOR ADVOCACY CENTER/ISI4A - REANFTON
USDOE FOR ANDREA LOCKNOOD AND CHRISTINE FLETCHER
UEPT PLSE FASS TO USTOA - JRICHTER AKD MHEWELL
OEPT PLSE PASS TO EXIMAANK -- AEMHET

TREASURY FOR MRALCH

BEPT FOR AF/EPS: EB/TPP/STA. EBJIFE. AF/S

E.0. 1795%: arsiel
THGS:  ECOM. EPET. ENRG. ETRDe MIe 3F
SUBJECT: EMRON AND DEAGLINES

CLASSIFIED BY CHARGE MIRE MCKIKLEY: BMEMOASSY MAPUTO:
FOR REASONS 1.5 B AWD D, THIS CABLE CONTRINS
FROPRIETARY [KFORMATION WHICH SHOULD HOT BE SHARED
NiTH NON-USG CONTACTS.

=

SAUMHARY

1. 0 EMRON'S PANDE GAS DEAL 15 APPROACHING THE
TWD-YEAR RMNIGERSARY OF THE SIGNING OF THE HEADS OF
ACREEHENT WOM WHICH OPENED THE GATES 10 PROJELT
UEVELOPHENT I KOVEMSER 1995. [(b}{'] )]

HIb=159721781260 et

A

Y
/

#/15281

S

Rib=13ae1700267 grnded

[(B)(1)]

L ) IN TEE MEANTIFE. EKRONM AWD 1DC MRE COMMITTING

TO INUEST N THE IRON CARBIDE PLANT IN MAPUTO. AND 1DC

IS EMERGING AS A XEY PLAYER IN ANOTHER MEGA-PROJECT.

THE PROPOSED GEMCOR/ALUSAE ALUMINIUN SHELTER 10 BE
LOCATED N MAPUTO, IBC COULD BECOME THE PRINCIPAL
INVESTOR IW MOTAMBIQUE IF BOTH PROJECTS PaM OUT. 0C

15 ALSO AT LEAST PARTIALLY IKVCLVED IN THE SOUTH

AFRICAN END OF THE XAPUTO OEVELOPHENT CORRIDOR. [(b:l“ ]]

1]
SURMARY.

ENROR RISITS

4. ) ERRONS PRINCIPAL MEGOTIATOR FOR THE PANDE
GAS PROJECT: TONY WY, WISITED RAPUTO BRIEFLY JuULY
13-10. AND GAVE US A DETRILED BRIEFING OK WHERE THE

PROJECT 15 HEADED. [{b][d}]

[(b)(4)]

CONFIDENTIAL
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[(b)(4)] [(0)(1)]

THE FOLLOV-UP

CONFIDENTI AL SECTION 62 OF 3 MAPUTO 8R3T3 5. () THE MEETINGS MAY SAVE DONE THE TRICK IX
POSTPONING AK OPEN COKFRONTAT 10N (E?(ﬂ1 ]I] BUT

PRETORIA FOR BRUDVIG IT BI0 NOT STOP A WUMBER OF PEOPL HE

JUHAKMESBURG FO8 FSC AC ARKOLD GCUERMMENT {IMCLUDING YICE-FOREIGH MINISTER PATRICIO

USDOG FOR AJVOCACY CENTER/3EL4A - RHANPTON AKD CENTRAL BANK GOVERNOR MALEAME) FAOM ASKING US WHEN

USDOE FOR ANDREA LOCKWOOD AND CHRISTINE FLETCHER ENRON/IDC WOULD COME UP WITH & BUYER. RHD AN

DEPT PLSE PASS T USTOA - JRICHTER AND MNEWELL INTERVIEW KACHRMILA GAVE AUGUST 4 TO THE WEW DAILY

DEPT PLSE PASS TO EXINBANK -- AEMMET FasHEET “KeTieaL” [(b)(1)]

TREASURY FOR HRAUCH THE POT. HE COMPLAINED THAT "EMRON WAS NOT RALE T0

DEFT FOR AF/EPS: EBSTPP/STA. EBSIEB. AF/S GET HOLD OF THE SOUTH AFEICAN HARKET. " AKD ARGUED THAT
SASOL WOULD HAVE TO BE PART QF THE CUSTOMER MIX EVER

E.0. 17958 3/5/87 THOUGH THE TWO CONPANIES DI NOT GET ALONG, HE

TAGS: ECON+ EPET, ENRGH ETRD: ML SF REVIEWED PAST SOUR HISTCRIES INVOLVING THE EARLY

SUBJECT: ENRON AHO DEADLINES STAGES OF THE MEGOTIATIONSs WKILE ADMITTING THINGS

WERE EETTER MOM. SIGHIFICANTLY, KACHAMILA

b)(4 [{bggi‘lﬂ};lﬂ GOVERNMENT WAS “OPEN TO ANOTHER

[( }{ }] EXTEWSION OF “S1X TO EIGHT MOMTHS: BUT N0 AGREEMENT
HAS BEEW REACHED."
9. ) CHETICAL™ THEN RAM & FOLLOW-ON ARTICLE OH ONE
OF KACKAMILA'S CO-BETWEENS SHUKRI SALEH FROM DUBAI
PUTATIVE OWNER OF ZARARA PETROLEUN RECEWILY
THARSFORMED INTO LEOPARDUSI.  KACHAMILA RESPOMIED 70
IMPLICIT ACCUSATIONS OF TOO CLOSE A PERSONAL
RELATIONSHIP WITH SHUKRI BY STATING THAT REPUTABLE
COMPANIES LIKE ARCO “WOULD MOT BECOME LHIPOLVED WiTH &
SHALL OPERATOR THAT 15 OMLY AFTER COMHMISSIONS." HE
HOTED THAT IT WAS SALEH WHO HAD INTROQUCED ARCO TO
VEMEN, KACHAMILA ALSO SAID THAT TRE TEMAME GAS
DEVELOPHENT, AMD IRON CARBIDE PLANT LN EBEIRA PROPOSAL
HADE BY JCI/ARCQ. ARE IM THE STAGES QF DEVELOPHEKT.

[(b)(1)]

1. C1 IN RIS CAHPAIGH TO SECURE THE FUTURE OF
ENRON'S PARTICIPATION !N THE PROJECT. WAY: IN THE
COMPARY OF COMSULTAMT BILL FRIEDMAN. MET WITH CHISSANC
JILY 19 AMD THEM RETURNED WiTH SENIOR IDC OFFECIALS
TO MAKE THE PRESENTATIONS TO KACKAMILA AND SALOMAD

JILY 24-15, [{b]l:"l )]

CONFIDENTIAL
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CONFIDEMNT ! AL SECTION 83 OF 00 MAPUTO BB2ITS

PRETORIA FOR BRUDVIG -
JOHANNESBURE FOR FSC MG ARNCLD ’
USEOC FOR ADWOCACY CENTER/IZ14A - RHAMPTON

USDUE FOR AMDREA LOCKWOOD AND CHRISTIME FLETCHER

DEPT PLSE PASS TO USTOA - JRICHTER AHD MMEWELL

DEPT PLSE PASS TO EXIMBANK -- AEMMET

TREASURY FOR MRAUCH

FEPT FOR AF/EPS. ERSTPP/STH. EBJIFE. AF/S

E.0. 12958 &S/
TAGS:  ECONe EPET: ENRG: ETRD: WI. SF
SUBJECT: ENRON AND DEADL INES

[(R)(1)]

[(B)(1)]

FCK INLEY
BT

Hin
D4g4
HEH
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PAGE A1 ﬂf_ﬁ MI0=139677301 124 BrE948 15715081 HiD=1396728081124 g1094a 18/15887
IMRLE W [(b)(1)]

ACTION = [TRSIEO! fEF+EPD 01 GI 010 o LDB L) ¢ 10 (0 11004 |
FRMATI e OTF Q00 e TNULT o ETT 000 0 QU ME (10 ¢ BC 11D+ SEN -1 =
[RC = B424

FF RIEATRS

DE RUEHTO BIGES/01 2731414

1KY CCCCT ITn

P IST4341 AUG 96

FH AHEMBASSY HAPUTO

TO RUERC/SECSTATE WASHOC PRICRITY 754@
INFO RUCPDOC/DEPT OF COMMERCE WASHDC
FIUERBG/ AMCONSUL JOMANMESBIRG 1419
RUEESASAMEMBASSY PRETORIA 079
RHEBAAR/DOE WASHDC

BT
CONFIDENT I AL SECTION 81 OF 82 MaPuTO HFJE@/

JOHANKESEURG FOR FCS HC ARNOLD
DOE FOR AOBBISHF DOC FOR RODGERS

E.0. 11353; DECL: @8 tdr/de
TAGS: EEWP« EFIM. ECOM: PGOV: WIs SF
SUBJECT:  WHAT MEXT OW THE EMROM PANDE GAS DEAL

REF:  MAPHTO 1514

CLASSIFIED BY CHARGE MIEE HCKIMLEY. EHERSSY HAPUTD.
REASONS 1.5 B AKD 0. PLEASE STRICILY FROTECT
PROPEIETARY [MFORMATICH,

1. G THE BUGUST 3 SHGMING OF THE HEADS OF AGREEMENT
BETWEEN SOUTH AFRICA'S 10C. ENRON. ASD AOISHRIGUE' S
ERH CLOSED ANOTHER CONTENTIOUS CHAPTER !5 THE CHGDING
KEGOTIATIONS OUER PANDE GAS. T WAS A CLOSE THING

[(R)(1)]

[(b)(1)]

HF 11
-|l

I MG} THERE ARE ACTURLLY A WUMBER OF ORE BODY
ALTERNATIVES TO PHALABORWA LOCATED INSIDE SOUTH
AFRICA. RS FOR ALTERMATIVES TQ ISCOR AS AM OPERATING
FARTMER: EMRGH 1S GUIETLY TALKING TO MAJOR JAPARESE
COMPAKIES THAT COULD DOUBLE AS CONSUMERS OWD OPERATORS
OF THE PLANT IF ISC0R OPTS OUT OR FOR A MINORITY
POSITION, THERE ARE ALSO [NDICATIONS THAT OTHER
ECONCHIC ACTORS OM THE SOUTH AFRICAN SCENE MAY BECOME
[ATERESTED (N AN EQUITY STAEE IR THE CARBIDE PLAMT IF.
AS EXPECTED: THE FEASIBILITY STUDY POIHTS TO THE
COMMERCEAL VIRBILITY OF THE PIPELINE. FIMALLY, THERE
ARE A NUMEER OF ANCILLARY USES FOR THE GAS THAT EWRON
15 CONSIDERING INCLUDING SALES TO A SASOL-PROPOSED
FHOSPRATE/ AMONIA FLANT IN RARUTO.

[(0)(1)]

. N ALOT IS RIDING ON THE RIGKT QUTCOME T THE
FERSIBILITY STUDY. BUT WITH ENVIRONMENTAL CONCERNS
ABCUF THE USE OF COAL GROWING INSEDE SOUTH AFRICK
WITH SASOL AND JOURDAM UMAGLE TO ENTICE KORSK HYDRD
108 ANYONE ELSEY IMTOD A CHALLENGING BID FOR PAKDE GAS
AND WITH MOIRME(QUE INCREASINCLY AWARE THAT ENRON 15
THE BEST OPPORTUNITY TO MARKET PAMDE GAS IN THIRTY
TEARS: THE PROSPECTS FOR A DEAL LOOK BETIER TODAY THAK
THEY DID SI% MONTHS AGO. THERE IS ALSD WIDER
COMFRCIAL INTEREST IN UTILITIC THE GAS THAN EVEN SIX
RONTHS AGO: ARD SCHE OF THE POLITICAL RESISTAMCE 10
- THE DEAL ON BOTH SIDES OF THE BORDER 15 FADING.

€. (00 ENRON 15 ALSO LEARNING TO

HARKET ITSELF. 175

[MAGE PROBLEMS FRON BOLIVIA T0 INDIA RRE A CONTIRUING
PROBLEM: AMD WITE OO REASON. THE SICNING HERE ON
AUGUST 5 WAS THE FIRST OCCASION IN TWD YERRS OF
MECOTIATICKS THAT ENRON BOTHERED TO PUT TOGETRER A

CONFIDENTIAL
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PAGE @0 OF @7 MID=193622461174 a1934 1571580
PRESS KIT FOR JOURNALISTS ON THE PROJECT AND ABOUT THE
COMPAMY, ENWRON HAS YET TO TOUCH BASE WITH THE

AMERICAN CHAMBER OF COMMERCE IN JOWAMKEBURG TO DEVELOP

A BASE OF SUPPORT WITHIN THE AMERICAN BUSINESS -
COMURITY IM SOUTH RFRICA. ENROK HAS WOT TALKED T0

SOUTH AFRICAN INDUSTRY ANALYSTS INTERESTED M EREAKING

THE STRANGLEHOLD OF THE CONGLOMERATES AND OPEMING THE

LOCAL ENERGY MARKET. THE EWROM TEAM PROMISES 10 SET

THINGS RIGHT, AND TO DO & BETTER JOB OF PUBLIC
CONFIDENRT | AL SECTION 62 OF 02 MAPUTO DE]GE%

JOHANMESBURG FOR FCS M ARNOLD
DOE FOR BOBEISH: DOC FOR RODCERS

E.0. 17058 DECL: BE/14/0%
TAGS:  BEXFe EFIMs ECOM: PGOV. RIe 5F
SURJECT: WWAT MEXT ON THE ENRON PANDE GAS DEAL

RELATIONS: TO IHCLUDE CULTIVATING THE MEDIA.  RECENT
ARTICLES BY IMFLUENTIAL JOURNALISTS LIKE SIMON BAZBER
OF “BUSINESS DAY" ARE IN FACT HORE FAVORABLE IN TOME.
. IG) MOIAMBICAN ENERGY MINISTER KACHAMILA APFEARS
T0 HAVE HANDED ENROM A NINETY DAY EXTERSION BEYOND
DECEHGER 1996 TQ CONCLUDE NEGOTIATIONS BY REQUIRING
THAT A CLAUSE TO THAT EFFECT BE INSERTED IN THE HOA
SIGNED WITH 10C. IF THE SAME CLAUSE IS INCORPORATED
1% TRE ENH/EROM MOA- THE TIMETABLE WALL EXIST FOR
REASOMAELE NEGOTIATICHS FOR & FINAL DECISION ON THE
FIPELINE ON STRICTLY COMMERCIAL GROUNDS. [{b]“]]

HCKIRLEY
81
L1111
BT
KHKN

CONFIDENTIAL
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PAGE 21 MID=153615281343 famy nNsm HiD=193615281343 B1my ENR LRI )
CAVEAT[3) = UT WILL BE BACK IN SOUTH AFRICA IN ABOUT TEN
HAOLE VIA o HE SAID THAT HE AMD FRIEDMAN WOULD TREM TRAVEL TO

TOWN AND HOPED TO MEET AMEASSADOR JOSEPH AT THAT
IME. WAY ASKED THAT WE USE WRAT IMFLUEMCE WE HAVE TO
OVERCCME THE ROADBLOCK ON TEE SOUTH AFRICAN $IDE.

[(B)(1)]

ACTION = [TRETBON 010« EPD (EFaG C4h 1B ELD o 1BC (200 TMB (114 INL I!ib
IRN (LYo T« ITT 0L« QUNF 110 400 1] SEN )
CRE = 8105

R RUEATRS

DE RUEKTO #2515 1521542

INY ceect 1M

R 3115421 HAY 36 g\
FN AHEMBASSY MAPUTO

T0 RUEHC/SECSTATE WASHDC 7451

INFO BUEHBG/AKCONSIL JOHAMNESEURE 3364

RHEBARA/DOE WASHOC

RUERSA/AMEMBASSY PRETORIA 2832

RUEHBE/AMEMBASSY BELIIE B1E% i)
RUCPOOC/DEPT OF COMMERCE WASKDC #1518
AUEHTN/AMCORSUL CAFE TOWN 8139 : 1185
ar NANN
CONFIDENT | AL MSPUTO BEI51S

PRETOR|A/JOHARNESBURG FOR MRNOLD AND BRUDVIG
00C FOR ADVQCACY CENTER: DOE FOR BOERISH
BELIZE FOR GALLUGE

E.0. 12968: DECL: S/31/1816

TAGS: ECOMs EINV: PGOV. ML SF

SUBJECT: NEXT STEPS ON PANDE GAS PROJECT
REF: MAPUTO 433

CLASSIFIED BY DEKNIS C. JETT: AMERSSADOR: AMEMBASSY
HAPUTQ: DEPARTMENT OF STATE. REASOM: 1.5@)

1. #C) ENROK OFFICIALS TOMY WAY AND BILL FRIEDMAN
VISITED MAPUTO KAY 79 END 38 TO CALL OM GRN OFFICIALS

[(B)(1)]

[(b)(1)]

3. [C) WAY RETURNS TO SOUTH AFRICA TODAY: GOES ON TO

CONFIDENTIAL
00500000000824
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PAGE @1 MID=199615282238 223315 31720232
CAVEAT 8] =

HAMDLE WVIA

ACTION = I[TRSIBOI (1} GI HJMIEEﬂl!lIDCﬂl’FIME!ll-INH (1} ITI €1)

ITT (1) OIMF (10 QC (1)« SEN -] -

CRC = 6BE2

PP RWEATRS

DE RUEHC #2499 152281138

ZMY CCCCC ZZIH

P 312018BZ MAY 896

FM SECSTATE WASHDC

TO RUEHTH/AMCONSUL CAPE TOWM PRIORITY B463
RUEHSASAMEMBASSY PRETORIA PRIORITY 8135
INFO RUEHBG/AMCONMSUL JOHAMMESBURG PRIORITY 21482
RUEHTOAAMEMBASSY MAPUTO PRIORITY 8778

BT

COMNMF IDEMNMTTIAL STATE 112489

FOR AMBASSADOR JOSEPH

E.O. l2958: DECL: @5/30/06
TAGS: ECOMN EINV: PGOV: MZr SF
SUBJECT: PROMOTING EMRON: CALL ON TRADE MINISTER ERWIN

REF: (Al PRETORIA 5036, (B MAPUTO 2433: (C) MAPUTO 2515
1. IC}] ENTIRE TEXT.

2. IN LIGHT OF DEVELOPMENTS REPORTED IMN REFTELS
DEFPARTMEMT BELIEVES IT WOULD ADVANTAGEOUS FOR YOU TO CALL
ON TRADE MINISTER ALEC ERWIN IN SUPPORT OF THE IDC/ENROMN
HEADS OF AGREEMENT AMD EMNCOURAGE HIM TO AUTHORIZE THE
SIGNING OF THE AGREEMEMT WITHOUT DELAY. WE FEEL THE
MESSAGE WOULD BE MWMOST EFFECTIVE IF DELIVERED WITHIN THE
NMEXT 1@ DAYS: BEFORE EMNRON NEGOTIATOR TONY WAY RETURNS
FROM LOMDOM.

3. WE LEAVE IT WITH YOU. IN CONSULTATION WITH FCS
OFFICIALS AND MINERALS OFFICER BRUDVIGH HOW BEST TO FRAME
THE ARGUMEMT.

CHRISTOPHER

BT

2499

5262

MMMMN

CONFIDENTIAL
00500000000825



\‘-

RS e m am e S wm e wom e m == =

IMMED | ATE CONFIDENTIAL
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PAGE 81 HiD=133618881681 T ¥10=19951 3861881 B L8118
CAVEAT ) = [(b)(1)]

HENDLE V1A AT THIS TIME: HOWEVER:

AGTION = [TRSDIGN (114 108 €0 » INmatd (TR FITT (11 OLAF ALY 4 08 11, NEGOTIATIONS BETWEEN ENRON AND THE GOVERNWENT AGE

SEN -1 v . PROCEEDING AND MAKING PROSRESS, THE STRATEGY

CRC = 300F - ADOPTED BY ENRON IS TO TAKE THE HIGH ROAD:

({/ EMPRASITING THE PARAMOUNT |HPORTAMCE OF THIS PROJECT
00 RUEATAS i TO THE COUNTRY'S ECOWOMIC usmwmr[(b}“ )
DE RUEMTO #1758 mmj/ \J

I4Y £00CE 100 _
0 1813831 APR 35 3, WLOUN  ADVOGACY SUPPCET FROM WASHIMGTON WOULD BE

FH AMEMBASSY MEPUTQ A WELCOME COMPLEMENT TO THE EMBASSY'S CONTINUING
T0 RUEHC/SECSTATE WASHDC |KMEDIATE 7 EFFORTS. [(b}(E)]

RUCPDOC/USDOG WASHDC IMMEDIATE

INFO RUEHBG/AMCONSUL JOHANNESBURG 3112

BUERSA/AMEMBASSY PRETORIA 7914

RUEHTN/RMCONSUL CAPE TOWM 9845

]

CONFIDENTI &L MAPUTO BOLT3A

USOOC FOR 4510/ 1EF/AHE/OASFHOLM-0LSEN 4, ) THE EWRON GAS PROJECT 15 TEE LARGEST
STHTE FOR AF/S: AF/EPS: AMD EB/CEA BUSINESS OPPORTUNITY WHICH THE GEM RAS EVER
CONSIDERED, IT |5 BRINGING MOTAMEIGUE UNPARALLELED
E.0. N2356: N/ ATTENTION FROM THE INTERNATIONAL EUSINESS COMMUNITY
TAGS: BEXP ECON. M1o SF AND COULD BECOME MOIAMBIGUE'S FLAGSHIF (MVESTHENT
SUBJECT: AOVOCACY EFFORTS FOR ENRON'S CAS PROJECT FROJECT, [{b){ﬂ]
REF: H) 34 MAPUTO 441  B1 94 MAPUTO SE5%
C) 34 MAPUTO 5788 D0 84 AAFUTO B28 ADVOCACY EFFCATS WILL BE IMPORTANT TO FOCUS GRM
) 94 MEPUTO 7580 F) MAPUT 128 LEACERS O THE ECOMOMIC GAINS To BE DERIVED FROM
G USDOC 5118 THIS PROJECT AND THE RESULTING POLATICAL GOODWILL
GERERATED WITH SCUTH AFRICA AND THE UNITED STATES.
1. WO REFTELS A THROUGH F CHRONICLE THE JEIT
DEVELOPMENT OF THE ENRON GAS PIPELINE PROJECT SINCE i
LAST OCTOBER, REFTEL D SPECIFICALLY SOLICITED 1758
ADVOCACY SUPPORT DUE TO TRE SIZE AND COMPLEXITY OF IeF
THLS PROJECT, WWILE FORE!GN COMPETITORS: SUCH AS LT

SASOL AND ASEA BROWN BOVERI: HAVE SHOWN [MTEREST IN
THIS PROJECT: ENROM 15 COMFIDEMT THAT ITS EXNSTING
MEMORANDUM OF UNDERSTAMDING WITH THE CRM ALLAYS ANY
CORCERNS ABOUT DIRECT COMPETITION AT THIS TIME,
THERE ARE N0 OTHER U.5, FIANS COPETING WITH ENROK
FOR THIS PROJECT. IN FACT, NUMEROUS U.5. FIRMS:
SUCH A5 DRESSER INDUSTRIES, DAMIEL FLUOR: AND MORCAM
BANK: HAVE ALREADY ENPRESSED IMTEREST IN WORKING
TOZETHER WITH TNROK AS CONTRACTORS: COMSULTANTS: OR
~_  SUPPLIERS.

[(B)(1)]

CONFIDENTIAL
00500000000836
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ROUTINE

PAGE 81 OF B KiD=19831 2480455 a15341 Al 0=19991 2408455 3gl BA/ERITL
CAVEAT B = AND EMRON' S BOARD HAVE BLESSED THE PROJECT. EMRON AND
HANDLE W1A THE IDC CAN NOW ENTER INTO FINAMICAL ARRANGEMENTS AND

ACTION = [TRSIBON (1)+CALL 304G (L)« CH (1) 4 1DB (1) « JDE (1) + 1YB (1)

a9

[MF (10 N LD ATF CLE e ITH A0 o QUME 110« GC 0104 SEN (-}
CAC = 49EE

PARTHERSHIPS RELATING TO MAKING THE GHS PIPELINE AMD
IROM AKD STEEL PLAMT & REALITY. EMD SUMNARY.

1. ) THE ROAD TO AN AGREEMENT WAS A LONG ONE. AND

RR RUEATES OKE WHICH WE MOSTLY SUMMARIZED LAST SEPTEMBER WHEN
OE RUEHTO 2174781 1240548 EWRON SIGHED THE HOA WITH NIKISTER OF |NDUSTRY
INY CCCCC 27A OLOEMIRD BALOI AND THE INDUSTRIAL ‘DEVELOPMENT COHPAMY

R BAGSAL MAY 99

FH AMEMBASSY MAPUTO

T0 RUEHCFSECSTATE WASHOC 1854

INFO RUEATRS/DEPT OF TREASURY WASHOC

RUCPOOC/USDOC WASHOC

RHEBAAR/DEPT OF EWERGY WASHOC

RUEHSA/AMEMBASSY PRETORIA 1332

RUERAB/ AMEMBASSY ABIDJAN BES3

BT

CONFIDENTN AL SECTION 61 OF 82 MAPUTO BETITH

PRETORIA PASS JOHARNESOURG FOR FCS - MARNOLD
PRETORIR FOR ECON - LBRUOVIG

ASIDJAK FOR USED/AFDB

USDOC FOR 4518 ITA/IER/ANESASOR/DROGERS

USDOC FOR RDVOCACY CEMTER - SBALLARD

TREASURY FOR QASIA - JRALYEA: NEPSTEIN: EBAREER
DEPT PLEASE PASS TO USTR - RWHITAKER: WVALLE
DEPT FOR EB/IFD: AFJ/S: AFJEPS - MHEATH

DEPT PLEASE PASS TO USTDA - MMEVELL: JRICHTER
DEPT PLEASE PASS TQ EXIMEAMK - AEWMET. CHORIARITY
DEPT PLEASE PASS TQ OPIC - RAUGA: JPOLAN

E.0. 17958: DECL B5/BH/MM

TAGS: EIWV: EPET: ENRG: EFINe ECOM: MI. U3
SUBJECT: EMRON SICNS GAS FRAMEWORK AGREEMENT THAT
GIVES GREEM LIGHT TO $2.5 BILLION MISP PROJECT

REF: 24 MAPUTO 5617

THIS CABLE IS CLASSIFIED CONFIDENTIAL BY ECONONIC
OFFICER JOE RIPLEY FOR REASONS: 1] AND M.

L. () SUNHARY: OM APRIL 18 EMRON SENIOR VICE
PRESIDENT TONY WAY ALONG WITH EKH OSITAMBIQUE'S
RATIONAL OIL AMD GAS EXPLORATION AMD DEVELOPHENT
COMPARY) PRESIDENT ISSUFQ ABDULA: AND MINISTER OF
HINERAL RESOURCES AND ENERGY JOHM KACHAMILA 51GHED THE
LONG AWAITED FRAMEWORE AGREEMENT GOVERNING THE
DEVELOPMEMT OF PAMDE NATURAL GAS FIELD. THE FRAMEWORK
AGREEMENT. ALONG WITH THE HEADS OF AGREEMENT SIGHED IN
SEPTEMBER 1998, MEANS TRAT THE USD 2.5 BILLION MAPUTO
IRON AND STEEL PROJECT (MISPI 15 MO LONGER MERELY A
PROPOSAL.  BOTH THE MOZAMEICAN COUNCIL OF MINISTERS

GOVERMING THE IRON AND STEEL FL.I.Hl[{b}{-‘]]]

IN HIS STATEMENT TO THE PRESS: KACHAMILA
WOTED THE CEVIOUS BENEFETS OF MISP TO MOZAMBIQUE. BUT
STILL COULD NOT RESIST POINTING TO QUTSTAMDING |SSUES
SURROUNDING THE PROJECT: SITE SELECTION. WATER
RESOURCES: ENVIRONMEMTAL IMPACT. TRAMSPORT OF IRON ORE
FROM SOUTH AFRICA: AMD MAPUTO PORT DEVELOPMENT. THE
PRESS PICKED UP ON THESE DURIMG THE ENSUING FRESS
COMFERENCE AMD TOOK THE OPPORTUMITY TO PEPPER EMRON'S
WAY WITH QUESTIONS,

3. 1) KOTWITHSTANDING: THE SIGMING CEREMOKY AMD PRESS
COMFERENCE WAS ONE OF ENROW'S BEST LOCAL FUBLIC
RELATIONS EFFORTS TO DATE: AS KEY PEOPLE 10 THE
PROJECT MAKAGED TO MAKE IT OM SHORT NOTICE TO WITMESS
THE EVENT. PORTUGUESE TRANSLATION WAS AVAILABLE IN
THE PERSON OF EMRON'S- COUNTRY REPRESEMTATIVE
AUGUSTINED TACARIAS: WHO PLAYED A KEY ROLE THIS PAST
YEAR IM HOBILIZING CRM SUPPORT FOR THE PROJECT. BUT
WHO 15 WOW LEAVIRG ENRON FOR A UNITED HATIONS J08.
ENRON' S RANDL ING OF THE LOCAL PRESS: AFTER FIVE YEARS
OF FLYIMG IN AND OUT OF THE COUNTRY: FIMALLY REFLECTED
A FULL GRASP OF MOZAMEICAM SENSIBILITIES AKD SHOWED
THAT EMRON |15 CLEARLY TAKING MOIAMBIQUE SERIOUSLY. IN
ADDITION 7O THE DIFFICULT J0B OF REPLACING ZACARIAS:
ACCORDING TO MISP MANAGER BILL MAMAGER. ONE OF ERHON'S
FIRST ACTIONS WILL BE TO HIRE A LOCAL PUBLIC RELATIONS
FIRN.

4. I0) WEBSTER AMD WAY SEEMED COMCERMED BUT NOT OVERLY
ORAMATIC ABOUT THE FROSPECT OF REACTIVATING PARTHER
[DC: WHICH MAY WOT WECESSARILY BE A SURE THING.

[(B)(1)]

CONFIDENTIAL
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PAGE 81 OF B2

[(B)(1)]

CONFIDENTI ALSECTION &1 OF 81 MAPUTO 882174

PRETORIA PASS JONANMESBURG FOR FC5 - MARWOLD
PRETORIA FOR ECON - LERUDVIG

RRIDJAN FOR USED/AFDB

U/SD0C FOR 4518 ITA/IEPSANESA/OA/DROGERS

USDOC FOR ROVOCACY CEMTER - SBALLARD

TREASURY FOR DASIA - JRALYEA: REPSTEIM. EBARBER
DEPT PLEASE PASS TO USTR - RWHITAKER VVALLE
OEPT FOR EB/IFD: AFfS: RF/EPS - MHEATH

OEPT PLEASE PASS TO USTOA - MMEWELL. JRICHTER
OEPT PLEASE PASS TO EXIMBANK - AEMMET: CMORIARITY
DEPT PLEASE PASS TO OPIC - RRUGA: JPOLAN

E.0. 12958: DECL B5/@2/04

TAGS: EINV» EFET: EMRGs EFINs ECOM: MI: US
SUBJECT: EMRON SIGNS GAS FRAMEWORK AGREEMENT THAT
GIVES GREEM LICAT TO $1.5 BILLION MISP PROJECT

[(b)(1)]

6, [C) IMVITED GUESTS T THE SIGHING CEREMONY INCLUDED
THE COUNTRY REPRESEMTATIVES FOR SASOL AND ARCO. THE
GROUP STUCK AROUND AND MADE A POINT OF TALKING
IKDIVIDUALLY WITH ENRON REPRESENTATIVES. THE BRITISH
BORN SASOL REP WAMTED T TALK: BUT WOULD HAVE TO CLEAR
IT WITK SOUTH AFRICA FIRST. [N THE WAXE OF TRE
ANNOUNCEMENT OF ARCO'S MERGER WITH BP/AMOCD BY TRE EMD
OF THIS YEAR (SEPTEL): ARCO REPS SEEMED PRETTY OPEN T0
TRLEING WITH EMROM: LOOKING SUSPICIOUSLY LIKE Jog
SEEKERS.

7. @G} WITH AGREEMENTS N HAMD: EMROM HAS TWO AND HALF
YEARS TO SEARCH THE WORLD FOR PARTNERS MADE OF STEEL.
ENRON AND A REACTIVATED IDC WOULD PROVIDE HALF THE
TOTAL EQUITY IN THE PROJECT. WITH THE REST COMING FROM
SIEEL OPERATORS AND TRADERS. BUT THE LIST OF
POTENTIAL COINVESTORS WAS SUFFERED FROM THE ASIAM FLU.
GONE ARE THE TAINAKESE AND KOREAMS. REMAIMING ARE

HID=1339174 88455 13381

1D+ 13831248455 13381
JAPANESE STEEL GIANT NITSUI AND THE EUROPEAN TRADING
CONPANY DUFERCOS 1T 1S NOT CLEAR THAT THERE ARE MANY
OTHERS. THE PROJECT NAY NOT NEED THEM. DUFERCO

SIGNED A LETTER OF INTENT WITH ENRON IN NAPUTO IN

1998, AKD MITSUI WAZ SERIQUS ENOUGH TO WISIT

MOZANBQUE BEFORE TELLING ENRON THAT IT WANTED THE GAS
FRANEWORK AGREENENT SIGNED BEFORE CONTINUING TALKS.

ENRON STILL HAS A LOT oF woRk 0 00.[(D)(1)]

CURRAN
B1
i
A3EE
LLLL ]

CONFIDENTIAL
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IMMED [ ATE UNCLASS I FIED @
DEPT TREASURY COM?EN
PH 622-2222 RM 1121/MT
PAGE B1 OF 83 HID=20861 3801113 BRASES Ba/14831 Hi0=18301 3981123 B6R%55 29/ 14831
CAVEAT I8} = SUDGET WERE ALL CAPITAL EXPEMSES (AND THEREFCRE DIFF ICULY TO
HAMDLE ViR DISBURSE RAPIDLY) AND ESTIMATED THAT THE EMECUTIVE COULD BE

ACTION = [TRSIBOI (1M CALL (304 (BRO (14 [DB (00 [DEEL, 1O0 (1), IHE (1)
[MF (L1 ISR ALY OIHF (000 GC (1o SEN 110D EL)
CRC = AB44

{0 RUEATRS

OE RUEHULA #9575/01 1261203

THR MR TIH

0 D510031 HAv 08 I0K

FH USLO ABUJA

T0 RUEHC/SECSTATE WASHDC |MMEDIARE 1013
RUEATRS/TREASURY WASHDC

[NFO BUEROS/AREMBASSY LRAGOS 1945

BT

UNCLAS SECTION B OF E3 ASUJA ESIS

TREASURY FOR DAS STEVEK RADELET

E.0. 17958: WA

TAGS: EFIN ERID PREL. KI

SUBJECT:  CHIEF ECONOMIC ADVIS0R DISCUSSES MIGEREAN ECONOHY
WITH VISITIKG TREASURY DEPUTY ASSISTANT SECRETARY.

1. SUMMARY: TREASURY DEPUTY ASSISTANT SECRETARY FOR AFRICA
STEVEN RADELET MET WITH CHIEF ECOMONIC ADVISOR PHILIP AS100U
ON APRIL 18, CHIEF ASI0DU SOLICITED USG SUPPORT FOR DEBT
BEDUCTION AND FORGIVEKESS: COMNENTED ON THE BUDGET AND THE
EYECUTIVE'S RELATION WITH THE WATIOMAL ASSEMELY: NOTED
RECENT DEVELOPMENTS IN THE ERERGY SECTOR: AND SHARED SOME
PERSONAL VIEWS OK MATIONAL SOUEREICNTY AND CALLS FOR
CONFEDERATION. END SUNMARY.

RELATIONS WITH THE HATIONAL RSSEMBLY

7. DEPUTY ASSISTANT SECRETARY RADELET VISITED KIGERIA AS
PART OF & DELEGATION HEADED BY UNDER SECRETARY FOR POLITICAL
AFFAIRS THOMAS PICKERING (SEPTEL). CHIEF ASIODU ASKED
RADELET ABOUT THE DELEGATION'S MEETING WITH WEMEERS OF THE
NATIORAL ASSEMBLY: AND LAMENTED THAT DISACREEMENTS BETWEEN
THE LEGISLATURE AND THE EXECUTIVE HAD BECOME A PUBLIC
CONTAOVERSY, ASIODU STATED THAT THE BUDCETARY PROCESS "HAS
NOT BEEK WHAT IT SHOULD:" RND NOTED THAT THE WATIONAL
ASSENBLY HAD FAILED TO LOOK AT THE LEVEL OF RESOURCES
AYAILASLE BEFORE ALLOCATING FUNDS,

3. THE CHIEF ECOMONIC ADUISOR ALSO NOTED THAT THE
LEGISLATURE HAD INCREASED THE BUDGET FOR CERTRIN MIKISTRIES
WITROUT CORSIDERIMG WEAT WAS “FEASIBLE:" HEANING THAT THE
EXECUTIVE LACKS THE GAPACITY T0 SPEND THE ALLOCATED FUWDS IN
THE REMA(NING EIGHT MOMTHS 0F TEE YEAR. CHIEF ASIODY
POINTED OUT TRAT THE INCREASES IN THE PROPOSED YEAR 1088

UMDERSPENDING AS WUCH S FIFTY PERCENT OF TRE FUNDS
BLLOCATED, HE SUGGESTED THAT THEY COULD AGREE WITH THE
NATIOKAL ASSEMBLY 0N ROLLING OVER UNSPENT FUNDS INTO THE
FOLLONING YEAR: AND LAMENTED THAT THE LEGISLATURE WANTED TO
“MAKE |7 SEEMED 85 IF SOMEONE HAS DOME SOMETHING WROWG® IF
FUNDS ARE KOT SPENT.

4. DAS RADELET INFORMED CHIEF ASIODU THAT THE DELEGATION'S
HEETING WITH TEE MEMBERS OF THE NATIONAL KSSEMELY WAD DEALT
HORE WITH THE DYWAMICS OF THE BUDGETARY) PROTESS THAN WITH
PARTICULAR BUDGET ITEMS. ASIODU RESPORDED THAT HE HOPED THE
DELEGATION HAD SUCCEFOED IM EXPLAINIRG TO THE MEMBERS OF THE
NATIONAL ASSEMSLY THAT IW AN “BNER|CAN-STYLE® PRESIDENTIAL
SYSTEM SUCH AS WIGERIA'S: THE EXECUTIVE AND THE LEGISLATURE
D0 KOT MAINTAIN THE KIND OF CLOSE RELATICHSHIP
CHARRCTERISTIC OF A PARLIAMEMTARY SYSTEM. ACCORDING 10
BS10DU: THE ASSEMBLY HAD YET TO REALIZE THAT THE EXECUTIVE
DOES NOT MEED TO FORMAL AKD CONSTANTLY CONSULT WITH THE
HSSEMBLY.

INFo PARIS CLUG AND FOREIGH DERT

5. [AS RADELET POINTED OUT THAT TIHE WAS RUNNING OUT FOR
THE GON TG CONCLUDE THE PENDING STAND-8Y ARRANGEKENT (SBA)
WITH THE INF. RADELETE OPINED THAT IF THE GOK DCES NOT
COMCLUDE &K SBA WITH THE FUND WITHIN THE FIRST FEW WEEKS IK
WAY, |T MAY BE NECESSARY KEGOTIATE A MEW AGAZEWENT FROM
SCRATCH,  THE DEPUTY ASSISTANT SECRETARY EXPLAINED THAT.
WITH INCREASED OIL REVEUES LIKELY TO ELIHINATE GOVERHMENT
DEFICITS: THE FUND WAS FOCUSTNG OM TRE QUALITY OF BUDGETARY
ALLOCATEONS AND OW PROGRESS ON PRIVATIZATION AS KEY ECONDMIL
BENCHMAEKS. RADELET ADDED THAT HE WAD ENCOURAGED WEMBERS OF
THE MATIONAL ASSEMBLY TO INSULATE THE BUDGETARY PROCESS FROM
THE VOLATILITY OF OIL PRICES, THIS COULD BE ACHIEVED. HE
5410, BY ESTIMATING & REASORABLE PRICE FOR QUL AND THEN
USING THAT SAME ESTIMATE IN PROJECTING REVEMUES IR THE
RESPECTIVE AMMUAL BUDCETS FOR TWO OR THREE CONSECUTIVE
YEARS: AS IT |5 DONE [N KALAYSIA AND INOOKESIA.

B. CHIEF #S10DU WAS GRATEFUL FOR USC SUPPORT AT THE PARIS
CLUB, AMD BOPED THAT NIGERIA WOULD OBTAIN "SUBSTANTIAL™ DEET
BELIEF |F THE GON MEETS [MF EENCHMARKS FOR HOM-CONCESS|ONARY
RESCHEDULING. THE CHIEF ECOMOHIC ADVISOR WAS SATISFIED THAT
THE UNITED STATES: AND THE PRRIS CLUB. HAD COKE TO ACCEFT &
USD 1.5 BILLION CEILING FOR DEBT FINANCING PROPOSED BY THE
GOK FOR THE CURRENT YEAR. ASIODU C8JECTED TO CREDITOR
UNCLAS SECTION 81 OF E3 R2UIA BST5

TREASURY FOR DAS STEVEN RADELET

UNCLASSIFIED

00500000000863
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PAGE B2 OF 82 MID=80813801113 68555
E.0. 123:8: WA

TAGS: EFIN EAID PREL, NI

SUBJECT: CRIEF ECOMONIC ADVISOR DISCUSSES MIGERIAN ECONOMY
WITH VISITING TREASURY DEPUTY ASSISTRNT SECRETARY.

MATIONS" IKSISTEMCE THAT MIGERIA ESTRBLISHES A REPAYMENT
TRACK RECORD BEFORE DISCUSSING DEBT RELIEF, HE COMCEDED 17
IS UNLIKELY THAT DEBT RELIEF WILL TAKE PLACE 'MMEDIATELY,
SUT WISHED THAT A COMMITHENT TO DEBT FORGIVEWESS 1N THE
FUTURE 8 PART OF THE DIRLOGUE NOW. ASIOOU EXPLAINED THAT
THE GOM WAS SPEWDENG ON FOREIGH DEBT FIVE TIMES THE AMOUNT
OEDICATED 0 EDUCATION. AND THAT WIGERIA WEEDED “ALL THE
HELP IT CAN GET" FROM THE INTERKATIONAL COMMURITY.

7. DEPUTY ASSISTANT RADELET KOTED THE IMPORTAWCE OF THE COM
MOVING AHEAD ON RESTRUCTURING PRIVATE SECTOR DEAT
INSTRUMENTS: INCLUDING BRADY BONDS: |N THE CONTEXT OF THE
OVERALL DEBT RESTRUCTURING. RADELET POINTED QUT THAT DELAYS
IK REACHING AN AGREEMENT WITH THE IMF AND THE PARIS CLUB
WOULD HAKE IT WORE DIFFICULT TO KEEP TOTAL DEBT SERVICE
FAYMENTS FOR THE YEAR WITHIN THE USD 1.5 BILLION CEILING
SINCE GUARTERLY PAYHENTS WOULD BE DUE TO THE PRIVATE SECTOR
(NOTE: THE CURRENT ALLOCATION OF THE USD 1.5 BILLION
[YCLUDES TWO QUARTERLY PAYHERTS TO THE PRIVATE SECTOR: A
DELAY UNTIL SEPTEMBER WOULD REQUIRE A THIRD QUARTERLY
PAYNENT. END MOTE.) CHIEF ASIODU RESPONDED THAT THE GOM HAD
BEGUN THE PROCESS OF RETAINING AN ADVISOR FOR RESTRUCTURING
PRIVATE SECTOR DERTS.

8. DEPUTY ASSISTAMT SECRETARY RADELET REASOMED THAT
CREDITOR COUNTRIES WOULD LOCK FAVORABLY UPOM MIGERIA IF THE
PROPOSED BUDGET INCLUDES STRONG HEALTH: EDUCATION: AND OTHER
SOCIAL SPENDING. ASIO0U RESPONOED THAT THE BUDGET CREATES A
USD | BILLLON POVERTY ALLEVIATION FUKD: AKD THAT: IN ANY
CASE: MOST OF THE BUDGET'S CARITAL EXPEMDITURES: SUCH AS
ROAD: POMER OR WATER PROJECTS: WILL HAVE AN EFFECT ON
POVERTY ALLEVIATION: ABOVE AND BEYOMD THE EARMARKED FUMD.
ASIDOU ADDED THAT THE (ESTIMATED! USD 18 BILLION TRHAT
HIGERIA HAS SPENT "DEFENDING DEMOCRACY IM LIBERIA FOR THE
UNITED STATES: AMD M SIERRA LEOME FOR THE UNITED K1NGDOW®
SHOULD BE [(SOMEHOW) TAKEM INTO ACCOUNT N DEBT DISCUSSIONMS
(MOTE: GON"S CLAIN THAT |T HAS SPENT USD 1@ BILLION 1N
PEACEKEEPING CPERATIONS IN LIBERIA AND SIERRA LEOME 13
UNSUBSTANTIATED. EMD MOTE.)

PRIVATIZATION

8. CHIEF ASI0DU DEFENDED THE GON'S PRIVATIIATION STRATEEY:
PARTICULARLY OM THE POVER SECTOR. ACCORDING TO AS|00U: THE
FRIVATIZATION OF THE WIGERIAN ELECTRIC POWER AUTHOR|TY
INEPA) REQUIRES THE RESTRUCTURING OF THE COMPANY TO MAKE IT
HORE ATTRACTIVE TO INVESTORS, FURTHERMORE: NERA'S

UNCLASSIFIED

EPT TREASURY COMCEN
H 622-2222 RM 1121/MT

NID=2688130801123 B58555
FRIVATIZATION CAM 0T PRECEOE THE ESTABL ISHMENT OF &
REGULATORY EMVIRONMENT [N THE ELECTRICITY SECTOR. ASICO0U
EXPLAINED THAT THE WORLD BANK SUPPORTED GON'S PLANS TO “MAXE
SURE THAT THE TERMS OF REFEREMCE ARE CLERR™ BEFORE
PROCEEDING WITH PRIVATIZATION: WHICH HE OPINED COULD START
IN 1881 AND BE COMPLETED BY 2883. HE ADDED THAT HE FAVORED
AN AMERICAN-STYLE MOOEL OF ZOMAL FRANCHISES OVER PLANS T0
BREAK UP AND COMMERCIALIZE THE COMPANY ALOMG GENERATICH:
TRANSHISSI0M AND DISTRIBUTION FUNGTIOKS: ALTHOUGH HO
OEC|S10H HAD BEEM MADE YET ON THIS ISSUE WEPA WILL BE
AUDITED. HE SAID, TO INFORM SUCH DECISION.} THE CHIEF
ECONOMIC ADVISCR STATED THAT THE COM WILL APPROVE THE
OPERATION OF IKDEPEMOENT PONER PROVIDERS (IPP1. INCLUDING
MOBIL: ABB AMD “MAYBE® EMROK.

18, CHIEF ASIODU RESTATED GON'S VIEW THAT SOHE STATE OWKED
ENTERPRISES WILL REQUIRE OVERHAUL ING BEFORE FRIVATIZATION.
AS100U EXPLAINED THAT TEIS WAS PARTICULARLY THE CASE WITH
SERUVICE PROVIDERS ISUCH RS POWER PLANTS AMD REFINERIESH: A3
THE GOK HAS A RESPOMSIBILITY TO MAEE SURE TRAT THE PUBLIC
BEKEFITS FROM TEEIR PROPER OPERATION. DAS RADELET MOTED
THAT INVESTING NEW HONEY INTO LOSS MAKIMG STATE ENTERPRISES
WAS A RISKY STRATEGY. SINCE THERE 15 WO GUARANTEE OF GETTING
THE WOMEY BACK. CHIEF ASIODU RESPONDED THAT THE GON WOULD
FACTOR THE COSTS OF RENOVATING AMD RESTRUCTURING PUBLIC
EMTERPRISES WHEM THEY ARE PRIVATIZED,

11, ASIODU MOTED RECENT PROGRESS IN THE COMPLETION OF TURM-
ARDUND MAINTEMAKCE AT THE PORT HARCOURT REF INERY: AND
GOWCEDED THAT A SIMILAR PROJECT FOR THE KADUNA REF [HERY “HRD
NOT BEEM SATISFACTORY™ MNOTE: IN 1338 FRENCH COMPANY TOTAL
SIGHED BUT FAILED TO FULFILL A CONTRACT TO RENOWATE THE

FEF |MERY: PURPORTEDLY FOR TECHMICAL REASONS. THE REF INERY
UMCLAS SECTION 8 OF 83 ABUJA B575

TREASURY FOR DAS STEVEM RADELET

E.0. 17358 N/A

TAGS: EFIN EAID PREL WI

SUBSECT:  CHIEF ECONOMIC ADWISOR DISCUSSES WIGERIAN ECOROMY
WITH UISITING TREASURY DEPUTY ASSISTANT SECRETARY.

CONTINUES TO OPERATE WELL- BELOW FULL CAPACITY. END NOTE.)
ASI00Y ALSD STATED THAT THE GOM WOULD KAHE A WEW MAMAGER TO
CONDUCT A TECHNICAL ASSESSNENT OF THE AJECKUTA STEEL
FACTORY, AND THAT THERE WAD BEEN TECHMOLOGICAL |MPROVEHENTS
HADE ON THE WATIOHAL FERTILIZIKG COMPANY OF HIGERIA
{KAFCOM) .

INVESTHENT GLIMATE AMD POLITICAL STABILITY

12, RESPOMDING TO DEFUTY ASSISTANT SECRETARY RADELET'S

INCLASSIFIED
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QUESTION O3 CHRNGES |N THE INVESTHENT CLIMATE. CRIEF ASI0DU WIGERIA: ONE WHOSE SOVEREIGNTY WS UPEELD IN A CIVIL WAR
STATED THAT "WE WEKT SACK WITH TRE TALIBAN-STYLE THAT NIGERIANS DO HOT WANT TO RELIVE. AS AN ALTERKATIUE TC
RETROCRESSION IN SOME STATES: WHILE MAKING SOME PROGRESS IN & NATIONAL SOVERE1GN CONFERENCE, THE CHIEF ECONORIC ADVISCR
OTHERS: LIKE [N DELTA STATE UNDER THE NIGER DELTA SUGGESTED A MAJOR ADDITION TO THE WUMBER OF SEATS IN ONE OF
DEVELOFMENT CORPORATION ODOCH.” BE ADED THAT THE DIL THE TMO HOUSES IN THE NATIONAL ASSEMALY, MAKING IT & FORUM
COMPANIES IN THE SOUTH HAD COMMITTED THEMSELVES 10 A WHERE THE POLITICAL LONGIMGS OF THE KATIONAL MINORITIES CAM
“COVENANT® WITH THE LOCAL COMNUNITIES: WHICH HE WOPED WCULD 8E HEARD. IN ANY CASE, ASIO0U REMARKED, THE NATIOKAL-
KODERATE TEMPERS IN THE REGICH. ASSEMBLY LACKS THE MANDATE TO ALTER THE CONSTITUTIONAL CRDER
BECAUSE MIGERIANS DID NOT ELECT WITH TRIS IN HIND.
13, DAS RADELEY ASKED CHIEF ASIDDU ABDUT THE CON'S
CAMCELLATION OF & USD 65 MILLIDN CONTRACT FOR THE 16. COMMENT: WHILE THE GON CAK BE EXPECTED TO CONTIRUE
RERCTIVATION OF THREE GAS TUREIME UNITS AT TEE EGBAN THERMAL PUBLICLY PURSUING A COMMITMENT OR THE PART OF CREDITGR
STATION N LAGOS MOTE: THE COMPANY QRIGINALLY AMARDED THE KATIONS TO CAMCEL MIGERIA'S DEBT: SEMIOR GON OFFICIALS ARE
CONTRACT, KARIDAs WAS id PARTNERSHIP WITH CENERAL ELECTRIC STARTING TO REALITE THAT SUCH A COMMITHENT WILL NOT BE
AKD BABCOCK AND WILCOX. END WOTE.) ASI0DU: IN A SOHEWHAT FORTHCOMING !N THE ABSENCE OF A SUCCESSFUL TRACK RECCRD
DEFENSIVE TOME. EXPLAIMED THAT THE COMTRACT RAD BEEN |EPLEENTING IMF ECONOMIC PEAFORMANCE BENCHMARKS. THE CHIEF
CAKCELLED "BEFORE |7 CAME INTO EFFECT™ (MEANING THAT THE GON ECONOMIC ADYISOR DID NOT IMDICATE WHETHER HE BELIEVES THAT
HAD NOT MADE ANY PAYNENTS TO WARIDAI BECAUSE IT WAS KOT THE GON CAW ATTAIN THESE DEMCHMARKS: PARTICULARLY TO THE
CLEAR IF THE COMPANY KAD THE TECHNICAL ENOW-HOM TO PERFORM EXTEND THAT THEY INMUDLVE WORKING WITH THE NATICHAL RSSEMBLY
THE REMABILITATION OF THE TURBINES. ASI0OU STATED THAT ON BUDGETARY ISSUES AND FRIVOLOUS SPEMDING. THE VIEWS CF
MARUBEMI. THE JAPKHESE FIRM THAT WAS AWARDED THE NEW THE CHIEF ECOMONIC ADVISOR ON PRIVATITATION REAFFIRM THE
COKTRACT: WAS EETTER QUALIFIED TO REWABILITATE THE TURBINES. GON'S INTENT ON OUERWAULING KEY PUBLIC ENTERPRISES BEFORE
BECAUSE 1T DWRUBENI) HAD ORIGINALLY BUILT THEM. CHIEF PUTTING THEM OM THE MARKET. THLS SHOULD MOT WECESSARILY
AS10DU MAINTAINED THAT, AT THE TINE THE CONTRACT WAS SIGNED: PREVERT THEIR PRIVATITATIONs BUT IT IS LIKELY TO DELAY THE
GE WAS NOT HARIDA'S PARTHER, HAD GE DEALT WITH THE GOW PROCESS. END COMMENT.
QIRECTLY. HE ADDED: THE ISSUE OF TECHNICAL EXPERTISE MIGHT PATTERSON
HAVE NOT ARISEN. ASIODU CONGEDED THAT THE GON HAD KOT BT
EXERCISED “ALL DUE DILIGENCE® IN THE MATTER. @OTE AND #9575
COMMENT: NARIDA WAS NEVER GIVEN THE OPPORTUNITY TO PERFORN AB44
THE SIGNED CONTRACT. GO OFFICIALS HAVE BEEN SURPRISED: AND HHKH
UNCOMFORTABLE: WITH USG INQUIRIES OK THIS ISSUE. THE GON
SEEMS TO RESENT AMD REGRET NOT BEING FULLY AMRRE THAT A
HALOR U,S. CONPENY WOULD BE AFFECTED BY THE CONTRACT'S
CAMCELLATION: PARTICULARLY AFTER ENRON‘S DEEACLES ON A
OIFFERENT CONTRACT. EMD NOTE AMD COHMENT.)
{4. O A NORE REASSURING NOTE: ASI00U STATED TRAT PROSPECTS
fOR THE LONG-TERM POLITICAL STABILITY OF NIGERIA WERE GOOD:
NOTWITESTANDING RECENT CALLS FOR POLITICAL CONFEDERATION AND
A KATIONAL SOVERSIGNTY COMFERENCE. WE POINTED DUT THAT HE
WAS "NOT PARTICULARLY EXCITED ABOUT COMFEDERATION.™ AODING
THAT 175 PROPONENTS HAD MOT EXPLAINED 1TS MEANING: AND THAT
THE ROLE OF THE CENTRAL GOVERNMENT WOULD NOT DISAPPEAR 1N A
CONFEDERATE STATE. ACCORDING TO ASI00U NIGERIANS DO KOT
WANT & CONFEDERATION: AS NORTEERMERS WANT TO BE ABLE TO SELL *
THEIR CATTLE 7O THE REST OF THE COUNTRY AS MICH AS SOUTH-
EASTERNERS WISH T0 PROTECT THEIR QUT-OF-STATE INVESTHEKTS.
THERE ARE: HE ADDED, OVER 158 WATIONAL NINDITY GROUPS IN
WICERIA HOST OF WHICH OO TO THE CENTRAL GOVERNMENT FOR
PROTECTIOK.
15. CHLEF ASIOOU STATED THAT THERE ARE THOSE WHO FORGET
THAT THERE 15 A SOVERE1GH GOVERMHEMT ALREADY IN PLACE IH
UNCLASSIFIED
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From: ex.mail. "LandbergCAgsatate.gov"®

To: ex.mail ("DelareTLE&atate. gov", "WattaRMéstate.gov™, ". ..
Date: 3/9/00 5:21pm
Bubjmct: FW: MIGA guaranteeas for DR

A3 you can see in the attached document E£rom Treasury, the MIGA Board will
consider and wvote on a DomRep power project on Tuesday, March 1l4. Treasury

is asking State [(b}{ﬁ]]

Your comments are requested by early afterncon Friday, If there is a
consensus that we do want to take this action, it seems to me that we would
want to follow up on it, directly to the GODR and maybe to the DR Embasay,
if only to lessen the perception that we're just being petty. I'm open to
suggestions. Please pasa this email teo anyone else who should see it.

cthanka, chris

==---0Original Measage-----

From: Greg.Christopulosédo.treas.gov
[mailto:Greg.Christopulosd#do. treas . gov]

Sent: Tuesday, March 07, 2000 3:19 PM

To: LandbergCAdstate.gov; wattaREmé@state,gov

Cc: Gay.5illsede.treas.gov; Gary.Samplinerddo,treas.gov
Subject: MIGA guarantees for DR and Nicaragua -Forwarded

Date: 03/07/2000 03:17 pm {Tuesday)

From: Greg Christopulos

To: Landberg, wattsrm

CC: DOM3.DOPOS.SAMPLINERS, SILLSG

Subject: MIGA guarantees for DR and Nicaragua -Forwarded

[(B)(3)]
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IMMED I ATE

M = = L 2= T L7

PAGE B1 OF @&
CAVEAT 151 =
HENDLE VIR

HID=159916E82418 CLLERE]

ACTION = [TRSIBOIUL) oG (0h ¢ IBRD (10 ROBA1IS 10 110+ 1001114 EHE G0

IMLA2Fo SR C00 o ITY L0 OUHF (102 QE (L) SEN [=0s UOUT)
CRE = FE4D

00 RUEATRS

DE RUEHDG RITI4/E1 1651907

IHE WY TIR

0 1515177 Jum 33

FH AMEMBASSY SANTO DOMINGO

10 RUEHC/SECSTATE WASHDC IMMEDIATE S836
IKFO RUEKPU/AMENBASSY PORT AU PRINCE 1348
RUCPOOC/USDOC WASKDC

RUEBBEA/USOOT WASEDG

BT

UNCLAS SECTION 81 OF §2 SANTO DOWINGO Ba1714

SENSITIVE

DEPT PASS OPIC FOR M. PEREIRA AND M. MOMHEIMER
DEPT PASS USDOT FOR MARAD

USDOC FOR 3134/USFCS/010/WEIRD

USDOC FOR 4322/ 1 TASIEP/WH/OMCR/SIEGELHAN

E.0. 129%8: N/A
TACS: EMRG EIKV PREL DR
SUBJECT:  SMITH-EKRON SETTLES ONCE AGAIK

REFTEL: SANTO DOMINGO 1433
1. SEMSITIVE BUT UNCLASSEFIED. HAMDLE ACCORDIMGLY.

1. ISBUN SUWHARY: AFTER HWORE THAK TWQ YEARS OF
NEGOTIATIONS: SHITH-EKRCH SETTLED ITS ONGOING DISPUTE
WITH THE CORPORATION DOMINICANA DE ELECTRICIDAD (SDE)
OM JUNE 18, THE AGREEMENT RESOLVES ALL THE CLAIMS IN
DISFUTE IN RETURM FOR A USSIE MILLION ECONONIC
SETTLEMENT. THE PARTIES AGREED TO REVISE AKD SIGN A
HKEW POWER PURCHASE ACREEMENT PRI BY JUNE 38, THIS IN
TURM WILL EE SUEMITTED TO THE DONINICAN COMGRESS FOR

RATIFICATION. [{b}(4}]

SHITH-ERRON'S EXECUTIVE DIRECTOR UMDERLINES THAT
THE 1.5, MARITIME ADMINISTRATION PORTION OF THE DERT
WILL BE HIS FIRST PRIORITY. END SUNMARY.

SMITH-ENROK DISPUTE SETTLED

3. @0 (N A CLIFF HANGER IN WHICH CDE DEMAMDED YET HORE
REVISIONS OUTSIDE TEE AGREED SCOPE OF THE WEGOTIATIONS:
KD EMROK TABLED A MARSH THREAT TO WAIT FOR A RULING BY

UNCLASSIFIED i

TREASURY COMCEN
EEPJ22B2222 RM 1121/MT

HID=199916682418 Biags

THE ARGITRATION PANEL, SMITH-EXROK SINED ITS S0-CALLED
RATIFICATION AGREENENT WITH CDE ON JUME 18. THE
AGREEMENT RESOLVES ALL THE CLAINS 1N DISPUTE UNDER THE
ARBITRATION STILL ON-GOIKG IN KEXICO CITY IN
CORSIDERATION FOR THE ECONOMIC SETTLEMENT NEGOTIATED IN
HARCK. THE ACREEMENT ALSO RATIFIES THE FINAL
HEMORANOUN OF UMDERSTANDING SIGHED BY THE TwD PARTIES
[N DECEMBER 1398 WHICH WILL NOW FORM THE BASIS FOR THE
PREFRRATION OF A REVISED PP, THE WEXT STEP [N THE
PROCESS. THE PARTIES HAVE AGREED TO FINALIZE AND SIGK
THE REVISED PP BEFORE JUNE 1d.

—

" 4. W) AS REPORTED REFTEL. IN MARCH COE AGREED 10 PAY

USSZE MILLION PLUS IMTEREST IN SETTLEMEMT OF THE THEM
APPROXIMATELY USS63 MILLION IN DISPUTE BETWEEN THE TWO
PARTHES. THIS WAS BY FAR THE THE LARGEST PORTION OF
COE'S DISPUTED DEET.

§. ) FOR SITH-ENRON. A KEY PROVISION IN THE
RATIFICATION AGREENENT IS THE ACKNOWLEDGNENT BY COE OF
THE SETTLENENT AS UNDISPUTED DEAT THERERY QUALIFYING IT
FOR INCLUSION I THE DTSTRIBUTION FRON THE USI78
MILLION FUND ESTABLISHED FOR THE PAYMENT OF 1P
UNDISPUTED DEBT UNDER THE DEFINITIVE AGREENENT SIGNED
APRIL 13 BETVEEN ALL THE |NOEPENDENT POVER PRODUCERS
(1PPS)+ COE4 THE CONMITTEE FOR THE REFORN OF PUBLIC
SECTOR CONPANIES (THE CAEP), AND THE TECHNICAL
SECRETARIAT ON BEHALF OF THE CODR. THIS
ACKNOVLEDGENENT PRESERVES TRE EXISTING USS24 MILLION
LETTER OF CREDIT FOR THE PROJECT WHICH IS IMFORTANT T0
SHITH-ENRON'S LENDERS. THIS DEVELOPMENT 1S NOT SEEN A5
FAUORASLY BY OTHER IPPS WHO SEE TREIR SLICE OF THE
USS7H MILLION PIE GETTING SWALLER.

THE PROJECT WILL DEFAULT WORETHEEESS

EEEEsEEE R

[(B)(4) . (B)(6)]

DISCO/GENCO CLOSING

1. (SBU) THE MOMIES FROM THE USS78 FUMD WILL EVENTUALLY
RELIEVE SMITH-ENRON'S DIFFICULTIES BUT TREY WILL WOT
BECOME AVAILABLE UKTIL TRE CAPITALIZATION CLOSING DRTES

15719351

OF THE MEW 0ISCOS AMD GEWCOS, CREP PRESIDENT |54 CONDE
RECENTLY VOLUNTEERED IN & CONVERSATION WITH AN ENRON
REPRESEMTATIVE THAT THE DISCO CLOSING WILL HOT OCCUR

nuerl AcCICIEN
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PAGE B2 OF @3
BEFORE JULY 1. OTHER SOURCES HERE BELIEVE IT IS LIKELY
T0 QCCUR BETWEEN JULY | AND 15, THE GENCO CLOSING WILL
FOLLO.

& (SBU) OTHER IPP SOURCES WAD RECENTLY EXPRESSED TREIR
COMCERW TO ECOMOFF THAT ENROM WOULD TRY TO POSTPONE THE
GENCO CLOSING BECAUSE OF DIFFICULTIES WITHIN 175
COMSCRTIUN LED BY SERBOARD) AMD IM GETTING FINAMCING,
THESE SOURCES ALSO BELIEVED THAT ENRON WOULD RESIST
UMCLAS SECTION B2 OF B2 SANTO DOMINGD BE274

SENSITIVE

DEPT PASS OFIC FOR M.PEREIRA AND M. MONSE1MER
DEFT PASS USOOT FOR MARAD

LSOOG FOR J134/USFCS/OI0/ W FRD

USDOC FOR 4322/ 1 TAZIEP/WA/OMCE/SIEGEL MAN

E.0. 12358 N/A
TRGS: ENRG EIKV PREL DR
SUBJECT: SMITH-ENRON SETTLES OKCE AGAIN

CLOSING |4 ORDER TO MAINTAIM ITS LEVERAGE IN PUSHING
FOR A SHITH-ENROR SETTLEMENT, THE SETTLEMENT: HOWEVER,
0BvIATES ONE of TRESE DIFFicuLTIes. [(D)(6)]

THAT HE HAD SPOKEN AT LEMGTH THE
AFTERMOOM OF JUNE 18 WITH A GERMAM BANKER WHO HAD
COMMENTED TO KIN THAT THE SETTLENENT WILL NAKE THE
FINAMCING OF ANY POWER SECTOR FROJECT IN THE DOMINICAN
REFUBLIC MORE ATTRACTIVE,

[(b)(4)]

5. (S8U) THE DISCO/GENCO CLOSIKGS ARE UNLIKELY TO
HAPPEN (M THE WORMAL 38 DAY PERTOD SMITH-EKRON WILL
HAVE TO “CURE™ THE DEFAULT. [N THESE CIRCUMSTAMCES:

[(b)(4) , (b)(8)]

FIKAL STEP IN DISPUTE RESOLUTION

NID=1939 166241 F BHE2S

RID=1539066E2418 LART 15719351
18, (SBUN TME FIKAL STEP M THE RESOLUTION OF THE
SHITH-ERRON DISPUTE WILL BE THE SUBHISSI0N OF THE
REVISED CONTRACT TO THE CONGRESS, WMEM ASKED IF HE WAS
CONCERMED ABOUT THE RECEPTION IT IS LIKELY 10 GET IN
THE m&‘s:[[b}{ﬁﬁlﬂ HE EXPECTS MO DIFFICULTIES.

[(b)(4) , (B)(6)]

COMNENT
LL G8U) THIS SETTLEMENT IS A SUBSTANTIAL VICTORY FoR
SHITH-ENROM AND FOR COE. b}@! THAT 1T
WAS SOVED A DIFFICULT PROBLEN FOR ENRON BOTH IN TERNS
O ITS INTERMAT|ONAL |MAGE AMD ITS ABILITY TO COMTINE
T0 PARTICIPATE N THE ATTRACTIVE DONINICAN POWR

WEH b}gﬁ&pnmm THAT ENRON NOULD NOTHAVE
GONE 1TH THE GENERADORA WAINA PROJCT IN THE

AESENCE OF THIS SETILEMENT. [(b)(4) | (b)(6)]

1. w[(b)(6)] THE SETTLEMENT WILL ALSO
LESSEN IKVESTOR CONCERNS ABOUT FINANCING DOMINICAN
POWER SECTOR PROJECTS, THESE CONCERNS ARE WOT LINELY
10 BE CONPLETELY ALLEVIATED UNTIL AFTER TRE DISCO/GENCO
SETTLEMENTS YIELD THE USSTE MILLION FUND: PAYMENTS ARE
MADE OUT OF THE FUND; AND THE ESCROW ACCOUNT FACILITY
IS SET UP FOR PAYMENT OF THE REMAINING IPP DEST. THE
SETTLENENT IS, MOWEVER: ANOTHER MAJOR STEP IN THE RIGHT
DIRECT IO,

[(B)(S) . (b)(B)]

WATT
B
i

o

Mnunail arr I FIFR -
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(1)

UMCLAS SECTION BL OF P SAKTO DOMINGO BBLGET

DEPT PRSS OPIC FOR M. PEREIRA AND M.HONHEIMER
USDOC FOR J14/USFCS/O(0/WE/RD
USDOC FOR 4322/ 1TA/|EP/WH/ORCE/SIECELMAN

SENSITIVE

E.0. 12958 W/A
TAGS: EMRG E MV PREL DR
SUBJECT: SHLTH ERROK DEAL 1N DANGER

1. SENSITIVE BUT UNCLASSIFIED. HAKOLE ACCORDINGLY.

2. (SBU) SUMMARY: THE DEAL WORKED QUT BETMEEN
IKDEPEMDENT POWER FRODUCER SHMITH EMEON AND THE
CORPORACION DOMIRICANA DF ELECTRICIDAD ICDE) 0K MARCH
17 15 IN DANGER OF UNRAVELING, [{b}{q_”

THE IFC HAS ORGARNZED R TELECOMFEREMCE ON
WARCH 38 BETWEEM THE LEKDERS AND COE. AN OFFICIAL FRON
THE COMMISSION FOR THE REFORM OF PUBLIC SECTOR
COMPANIES (CREP) WILL ALSO PARTICIPATE IN THAT CALL T0
ARGUE THAT THE HOU SIGNED FEBRUARY 1B BETWEEN THE
IKDEPEMDERT POWER PRODUCERS AMD TRE CREP WILL
CONSTITUTE A SUFFICIENT GUARANTEE FOR THE LEWDERS. ERD
SUMHARY,

3. seu st envos [(D)(6)]

AEPORTED ON MARCH 26 THAT THE GEAL BETVEEN SHITH ENRON
AND THE CORPORATION DOMINICAMA DE ELECTRICIDAD (CDE,
WORKED OUT IM WASHINGTON N MARCH 12 UNDER THE AWSPICES
0F THE INTERMATIONAL FINANCE CORPORATION (1FCI: 1S 1N
DANGER OF UNRAVELING. SINCE THE MARCH 12 HEETING THE

UNCLASSIFIED

T TREASURY COMCEN
EEP622'-2222 RM 1121/MT

e

HID=139983388128 miarn:
PARTIES HAVE BEEN EMGAGED N THE KEGOTIATION OF &
RATIFICATION ACREEMENT FOR THE FIKAL MOU AKD FIHANCIAL
SETTLEMENT. THESE MEGOTIATIONS ARE MEARING BREAKDOWN

[(b)(4)]

EACKGROUND

i, LSEU}J{b])EE? IN THE ORIGIKAL LOAN
AGREEMENTS: THE LEWDERS WANTED AS SECURITY CERTAIN
COSDITIOKS AKD m““““‘[{b}{d]]

CDE PROPOSAL REMOVES IMPORTAMT FINRKCIAL GUARANTEE

[(b)(4)]

THIS LATTER
PROVISION {1.E. THE PROPOSAL THAT & RENEWED LETTER OF
CREDIT WOULD MOT BE 1SSUED FOR THE REVISED COMTRACT)
HAD KOT PREVIOUSLY BEEN PROPOSED BY CDE. THE IFC HAS
HOTIFIED SMITH ENRON THAT IF THAT FINANCIAL GUARAKTEE
VAHISHES: THE IFC WILL NOT GIVE THEIR BLESSING TO &MY
CHAMCE 1M THE POMER PURCHASE AGREEMEKT.

1. (SBU) IN THE RBSEMCE OF THE LETTER OF CREDIT:
RCCORDING TO THE LOAN ACREEMENT. SMATH EMRON MOULD THEM
KAVE THE RESPONSIBILITY TO BUILD WP TS RESERVE FUNDS
ON THE BOOKS. 1T 15 CURRENTLY REQUIRED TO HAVE
APPROXIMATELY USS1E MILLION ON RESERVE [(b]l:d-:l]

UNCLASSIFIED
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[(D)(4)]r+e REseRve FuNDS VOULD HAVE TO BE BUILT UP
T0 USE35 MILLION.

L} ﬁﬂlﬂ[(b](ﬂ}]l.l[ﬂ OH CREP PRESIDEMT ANTONIO I5A
CONDE LATE ON FRIDAY: MARCH 26. IN THEIR DISCUSSION.
UNCLAS SECTION @7 OF B2 SANTO DCHINGO BEIGET

DEPT PASS OPIC FOR M. PEREIRA AND M.MOKHEIMER
US0OC FOR J1I4SUSFCS/010/WH/RD
USDOC FOR 43227 1TASLER/WH/OKCE/ S 1 ECEL HAY

SENSITIVE

E.0. 17958 N/
TAGS: ENRG EIKV PREL DR
SUBJECT: SHITH ENRON DEAL IN DAKGER

[(b)(4)]

9, (SBUN ALTHOUGH THE ISSUES OF RATIFICATION 10R ¥OT)
BY THE DOMIKICAN COKGRESS AKD THE TIMING OF SUSPEMSION
OR WITHDREWAL FROW THE ON-GOING RRBITRATIGN ARE TOUGH
CMES« THE LETTER OF CREDLT ISSUE SEEMS WOST LIEELY TQ

BE A FINAL DEALBRERKER. [(b)(4) , (D)(B)]

¥ATT
Bl
11687
e
LG
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FROM (MON} 5. 498 10:39/8T. 10:36/N0. 4260060244 P 7

Autpor:  [(b)(6)]
Date: 4/27/98 1:33 PM
Priority: Meormal

[(b)(8)]

Subject: Power Plant Seizure Update Ho.2

Below please find my tramslation of a press release issued today by
the CDE.

Press Release
April 27, 1898

The Administrator General of the Dominican Electricity Corporation
(CDE} , Engineer Rhadamés Segura, assured yesterday thatc the
reinforcement of the security in the installaticns of the Los Mina
Plants V and VI of the AES Dominican Power was his responsibility as
it was a decision taken by himself.

The executive manifepted that said private generator had acted in an
irrational manner in recent days by drastically reducing it's
production as a form of pressure in order te collect a debt that the
energy company of cthe State had never denied to pay.

Segura expressed that he authorized a reinforcement of security at
midday Friday at the installations of AES Dominican Powe: on the basisg
that their attitude and threat to take out their generators from
service was acting in detriment of the national interest and against
the security of the State.

In a press conference celebrated in the Conference Room of the CDE,
Engineer Segura, in reference to the supposed intervention of north
American embassy in the impasse arisen between the parties, stated
that this diplomatic legation does not support the contract
noncompliance that caid private generator practiced for which reasen
he said that he could not explain why the media gave the subject the
treatment that does not correepond to the intentions of this
administration.

He pointed out that when he has met with representatives of the Us
Embasey in variouc opportunities, there has always cxisted a spirilL ul
cordiality and respect and for that reason he did not believe that the
same entity will call the Mational Palace to intervene in a conflict
arising between the two electric companies.

He insured that historically the AES Dominican Power had presented a
preblem for the CDE given the constant problems that have eccurred in
their two generators and additionally that in the past they had failed
to live up to promises made about returning to service after
confronting technical difficulties.

Regarding the military personnel that went to reinforce the gecurity
in the inestallations of the twe generators of the AES Dominican Power,
Segura stated that he gave instructions to the General Supervisor of
the CDE, Contralmirante José Pefia y Pefia to act in that fashien.
First, Coronel Luis Felipe Martinez Scott of the Naval marines was
sent with soldier Miguel Sosa Tolentino and that later Captain Marcin
Muficz Jimenez was sent with a leiutenant and a sargent followed ten
minutes lacer by twe more officers.

In relation to the functicning of the two generators being referred to,
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the attached graphic (Ner oObrained ), the supply of electricity was
only 51.7% of the contracted energy. this eignifies that the plant
failed to supply some 224.42 millione of kilowatt hours during the
months of January to March of this year equivalent to an economic loss
in detriment to the national economy of some US$ 56.1 millions which is
called the cost of enaergy not cerved in economic terms.

Segura pointed cut that neither the CDE nor the Dominican Government
have pressured the AES Dominican Power for these serious centractual
failures even though in a meeting celebrated by the President of the
Republic, Dr. Leonel Fernfndez Reyna, with representatives of said
£irm and with the Mmerican Embassy, the same company promised to have
available the two units by February 27th of this year, a promise that
was not kept, only one unit being on line at that date.

Ing Segura indicated that on April 24th operations at the Plant Los

Mina abruptly dropped their contribution to national power from 105MV
Eo S50MW, an act that preovoked unprogrammed interruptions in the

distribution system.
Communications Director.
Thie press release was followed by a legal statement on the subject

which has been translated by Ceparina and will be distributed shortly
as LEGAL STATEMENT RE MILITARIZATION.

Saludcs, [{ b] {5]]
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CDE'S LEGAL STATEMENT - RE: MILITARIZATION

CDE’S LETTERHEAD PAPER
CORPORACION DOMINICANA DE ELECTRICIDAD

The Corporacion Dominicana de Electricidad (CDE) signed a
contract of purchase-sale of energy with the firm Dominican Power
Partners (AES). In conformity with said contract, we are in front of
what in law is denominated "A concession of Public Service", which
is when it is given, during a determined time period the management
of a public service to a private enterprise, which then becomes a
collaborator of CDE's Administration, to whose control it remains
subject, and that is paid by means of energy invoices submitted to
the users of the service. Consequently what AES is providing is a
public service, which, in written sense, is now under the special
judicial regulations, which imply for CDE's Administration a series of
prerogatives and powers aside from the common rights, with the
purpose to make easier the continuous and regular management of
this public enterprise.

It is denominated as Service of Public Utility, to certain lucrative
activities, that are performed by particular persons, but that, for their
need for the public, must be submitted to a regime of vigilance and
tutelage by the Estate, that is capable of assuring in every moment
its maintenance, continuity, efficiency and its fair price.

This service is submitted to a formal and specific legislation,
contained in the Law No. 848, dated February 23, 1933, on the
performance of the services of Public Utility. Articles 1 and 6 of said
law, establish textually the following:

Art. 1 - The performance of all Public Utility Services shall be under
the super vigilance and the control of the state, as Services of Public
Utility will be considered, the supply of electricity for lighting, energy
or other purposes, the supply of water, the services of Telephones,
Telegraphs, Radiotelegraphs and the others for which purpose and
nature are declared included in this category by the Executive Power.
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Art. 6. - All interruption or suspension of a service, that by its nature
should be "CONTINUOUS", that could cause the damage to the
public order or to the health of the population, will be punished with a
fine of fifty to five hundred pesos, when the company that provides it
is not able to demonstrate that the interruption or suspension is not
due to its own fault, but to unknown causes that could not have been
solved by the appropriate means. The judges will issue the fines
according to the seriousness of the circumstances and the time of
the interruption. If the interruption or suspension be definitive or too
frequent, the Executive Power is entitled to act, for/by
recommendation of the Public Service Commission, the cancellation
of the authorization provided for the establishment of the service in
question.

This Press Release is signed by CDE's Administrator, Radhamés

Segura
March 27, 1994
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TAGS: ENRG, BTIO, EINV, EXIM, TU

SUBJECT: U.S. ENERGY PROJECTS IN TURKEY - THE YEAR TN
REVIEW

1. OVER THE LAST SEVERAL YEARS, THE U.5. EMBASSY [N

ANKARA HAS COORDINATED AN ALL OUT USG, INTER-AGENCY
EFFORT TO ADVOCATE ON BEHALF OF U.5, FIRMS IN THEIR

PURSUIT OF POWER PROJECTS IN TURKEY. WITH THE HELF OF

THE ADVOCACY CENTER, WE HAVE TAFPED INTO THE HIGHEST
LEVELS AT COMMERCE, STATE, ENERGY, EXIM, OFIC, TDA, THE

NS5C AND ELSEWHERE TO GARMER THE SUPPORT THE AMERICAN
COMPANIES NEEDED TO COME THIS FAR. TELEFPHONE CALLS,

COFFICE CALLS, FAXES, ENERGY WORKING GROUFS, BILATERALS,

THE JOTNT ECONOMIC COMMISSION, TRADE AND INVESTMENT
FRAMEWORK AGREEMENT, JOINT STATEMENTS, AND A PRESIDENTIAL
VISIT HAVE ALL PLAYED KEY ROLES IN THE SUCCESSES OF OUR

1.5. FIRMS. WHILE THESE COMPANIES WILL CONTINUE TO SEEK

OUR HELP TO OVERCOME HURDLES ON THE ROAD AHEAD, WE SHOULD
COMGRATULATE THEM ON THEIR PATIENCE AND PERSEVERANCE
WHICH HAS MADE 2000 A VERY SUCCESSFUL YEAR FOR U5

ENERGY INTERESTS IN TURKEY. THE FOLLOWING U.§, PROJECTS
WILL PLAY A MAJOR PART IN GUARANTEEING TURKEY'S ABILITY

TO MEET ITS ENERGY NEEDS WELL INTO THE TWENTY-FIRST
CENTURY.

TURNKEY DAM AND HYDROELECTRIC POWER PLANT PROJECTS (HEPF)

2. INFEBRUARY 1998, .5, SECRETARY OF COMMERCE WILLIAM
DALEY AND TURKEY'S MINISTER OF ENERGY AND NATURAL
RESOURCES SIGNED A JOINT STATEMENT FOR THE DEVELOPMENT OF
9 DAM AND HYDROELECTRIC POWER PROJECTS [N TURKEY. DURING
PRESIDENT CLINTON'S NOVEMBER 1999 VISIT TO TUREEY,
SECRETARIES ALBRIGHT AND RICHARDSON WITNESSED THE
CONTRACT SIGNINGS FOR FIVE OF THESE PROJECTS: THREE FOR

THE DESIGN/ENGINEERING OF THE HAKKAR], ALPASLAN I AND
KONAKTEPE HYDRO PROJECTS AND TWO FOR THE CONSTRUCTION, OF
THE KARG! AND GURSOGUT HYDRO PROJECTS. SUBSEQUENTLY,
DURING THE COURSE OF THIS YEAR, U.S. COMPANIES HAVE ALSO
SIGNED CONTRACTS FOR THE ENGINEERING/DESIGN OF THE ERIC,
PERVARI AND DURAK DAM AND HYDRO PROJECTS. THESE PROTECTS
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ARE WELL ON THEIR WAY TO OBTATNING ALL NECESSARY GOT
APPROVALS TO CONCLUDE THEIR FINANCING WITH TURKISH
TREASURY.

PROJECTS INCLUDE:

PROJECT: HAKKARI DAM AND 208 MW HYDROELECTRIC POWER
PLANT

COMPANY: WASHINGTON GROUP INTERNATIONAL (FORMERLY
RAYTHEON)

STATUS: CONTRACT SIGNED. FINANCIAL AGREEMENT SIGNED,
AWAITING COUNCIL OF MINISTERS APFROVAL. SURVEY WORK
COMPLETED IN OCTOBER 2000, COMPLETION OF DESIGN AND
ENGINEERTNG EXPECTED IN 2001, CONSTRUCTION TO BEGIN IN
2002,

PROJECT: ALPASLAN Il DAM AND 200 MW HYDROELECTRIC FOWER
PLANT PROJECT

COMPANIES: ICF KAISER AND HARZA ENGINEERING

STATUS: CONTRACT SIGNED. FINANCIAL AGREEMENT TO BE
SIGNED SO0N. COMPLETION OF DESIGN AND ENGINEERING
EXPECTED TN 2001, CONSTRUCTION TO BEGIN IN 2002

PROJECT: KONAKTEPE DAM AND 210 MW HYDROELECTRIC POWER
PLANT PROJECT

COMPANY: STONE & WERSTER INTERNATIONAL

STATUS: CONTRACT SIGNED. FINANCIAL AGREEMENT TO BE
SIGNED SOON. COMPLETION OF DESIGN AND ENGINEERING
EXPECTED IN 2001. CONSTRUCTION TO BEGIN TN 2002,

PROJECT: KARGI DAM AND 154 MW HYDROELECTRIC POWER FLANT
PROJECT

COMPANY: BLACK AND VEATCH

STATUS: CONTRACT SIGNED. INITIAL APPROVAL OF THE STATE
PLANNING ORGAMIZATION GRANTED. AWAITING FINAL APPROVAL TO
BEGIN NEGOTIATIONS WITH TREASURY. CONSTRUCTION TO BEGIN

IM 2001,

PROJECT: GURSOGUT DAM AND 242 MW HYDROELECTRIC POWER
PLANT PROJECT

COMPANY: LEMNA INTERNATIONAL

STATUS: CONTRACT SIGNED. INITIAL APFROVAL OF THE STATE
PLANNING ORGANIZATION GRANTED. AWAITING FINAL APPROVAL TO
BEGIN NEGOTIATIONS WITH TREASURY. CONSTRUCTION TO BEGIN

[N 2001,

PROJECT: PERVARI DAM AND 192 MW HYDROELECTRIC POWER PLANT
PROJECT

COMPANIES: PARSONS AND ICF KAISER

STATUS: CONTRACT SIGNED. ACCORDING TO STATE PLANNING
OFFICIALS, FROJECT IS INCLUDED [N THE TURKISH

GOVERNMENT'S 2001 INVESTMENT PROGRAM. FINANCIAL
MEGOTIATIONS WITH TREASURY TO FOLLOW. DESIGN/ENGINEERING
IN 2001 AND BEGIN CONSTRUCTION IN 2042,

PROJECT: ERIC DAM AND 170 MW HYDROELECTRIC POWER PLANT
PROJECT

COMPANY: BLACK & VEATCH

STATUS: CONTRACT SIGNED. ACCORDING TO STATE PLANNING
OFFICIALS, PROJECT 1S INCLUDED IN THE TURKISH
GOVERNMENTS 2001 INVESTMENT PROGRAM. FINANCIAL
NEGOTIATIONS WITH TREASURY TO FOLLOW. DESIGN/ENGINEERING
IN 2001 AND BEGIN CONSTRUCTION IN 2002,

PROJECT: DURAK. DAM AND 120 MW HYDROELECTRIC FOWER FLANT
PROJECT

COMPANIES: HARZA ENGINEERING, CLARK CONSTRUCTION

STATUS: CONTRACT SIGNED. ACCORDING TO STATE PLANNING
OFFICIALS, PROJECT 1S INCLUDED IN THE TURKISH

GOVERNMENT'S 2001 INVESTMENT PROGRAM. FINANCIAL
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NEGOTIATIONS WITH TREASURY TO FOLLOW. DESIGN/ENGINEERING
¥ 2001 AND BEGIN CONSTRUCTION IN 2002.

PROJECT: MUT DAM AND 91 MW HYDROELECTRIC POWER FLANT
FROJECT

COMPANY:; WASHINGTON GROUP INTERNATIONAL (FORMERLY
MORRISON KMUDSEN INTERMATIOMAL) .

STATUS: DUE TO MERGER OF MORRISON KNUDSEN INTERNATIONAL
WITH WASHINGTON GROUP INTERNATIONAL, THE CONSORTIUM HAS
NOT YET BEGUN NEGOTIATIONS FOR THE DESIGN/ENGINEERING
CONTRACT WITH DSI. ACCORDING TO STATE PLANNING OFFICIALS,
PROJECT 1S INCLUDED IN THE TURKISH GOVERNMENT'S 2001
TNVESTMENT PROGRAM. FINANCIAL NEGOTIATIONS WITH TREASURY
TO FOLLOW. DESIGN/ENGINEERING [N 2002 AND BEGIN
CONSTRUCTION IN 2003,

SURUC IRRIGATION PROJECT
JOOO0000000000000000000K

3. DURING PRESIDENT CLINTON'S NOVEMBER 1999 VISIT TO

TURKEY, UNDERSECRETARY YIGITGUDEN OF THE MINISTRY OF
ENERGY AND MATURAL REOURCES AND ASSISTANT SECRETARY OF
COMMERCE FOR TRADE DEVELOFMENT COPPS SIGNED A JOINT
STATEMENT FOR THE TURNEEY DESIGN AND CONSTRUCTION OF THE
SURUC IRRIGATION NETWORK. AMERICAN AND TURKISH FIRMS WILL
IMPLEMENT THE PROJECT, AT A COST OF OVER USD 650 MILLION,
WHICH INCLUDES A NETWORK TO IRRIGATE APPROXIMATELY
100,000 HECTARES OF LAND. UNTIL NOW, 24 AMERICAN AND
TURKISH CONSORTIA HAVE EXPRESSED INTEREST IN THE PROJECT,
THE EMBASSY 158 WORKING WITH THE GOT TO IDENTIFY A PROCESS
BY WHICH TO SELECT THE WINNING CONSORTIA.

BUILD OFERATE (BO) POWER PLANT FROJECTS
OO0

4, TN 1997, THE TURKISH ELECTRICITY GENERATION AND
TRANSMISSION COMPANY (TEAS) AWARDED FIVE BUILD-OFERATE
(BO) PROJECTS IN GEBZE, ADAPAZAR], IZMIR, ANKARA AND
ISKENDERUN, INTERGEN, A BECHTEL-SHELL JOINT VENTURE, WON
THREE OF THESE PROJECTS AND 1S DUE TO COMPLETE THEIR WORK
AND COMMISSION THE PLANTS WELL AHEAD OF SCHEDULE. THE
EMBASSY WORKED CLOSELY WITH INTERGEN, U5, EXIMBANK AND
OFIC TO ENSURE THAT THE FIEM 15 ABLE TO MEET ITS

AGGRESSIVE IMPLEMENTATION PROGRAM. EXIMBANE WILL FINANCE
OVER USD 200 MILLION WORTH OF U.3, EQUIPMENT AND SERVICES
AND OPIC USD 300 MILLION OF U.3. INVESTMENT FOR ALL THREE
PROJECTS.

PROJECTS INCLUDE:

PROJECT: ADAPAZAR] 777 MW NATURAL GAS FIRED POWER PLANT
PROJECT

COMPANY: INTERGEN (BECHTEL/SHELL JOINT VENTLURE)

STATUS: GROUNDBREAKING CEREMONY HELD ON JULY 18, 2000,
POWER PLANT TO BEGIN COMMERCIAL OPERATION TN 2002.

FROJECT: GEBZE 1554 MW NATURAL GAS FIRED POWER FLANT
PROJECT

COMPANY: INTERGEN

STATUS: GROUNDBREAKING CEREMONY HELD ON JULY 19, 2000.
POWER PLANT TO BEGIN COMMERCIAL GPERATION IN 2002

PROJECT: IZMIR. 1523 MW NATURAL GAS FIRED POWER PLANT
PROJECT

COMPANY: INTERGEN

STATUS: GROUNDBREAKING CEREMONY WILL BE HELD IN JANUARY
2001, POWER FLANT TO BEGIN COMMERCLAL OPERATION M 2002.

BUILD-OFERATE-TRANSFER (BOT) PROJECTS
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5, DURING THE 19908, THE MINISTRY OF ENERGY AND NATURAL
RESOURCES AWARDED HUNDREDS OF BUILD-OPERATE-TRANSFER
(BOT) FROJECTS TO TURKISH AND FOREIGN FIRMS. IN LATE

1998, U.S. COMPANIES, ENRON AND EDISON MISSION COMPLETED
AND BEGAN OPERATION OF THE TRAKYA ELEKTRIK AND DOGA
ENERII BOT GAS-FIRED POWER PLANTS, RESPECTIVELY. DURING
PRESIDENT CLINTON'S NOVEMBER 1599 VISIT TO TURKEY,
AMERICAN CONSORTIA SIGNED CONTRACTS FOR TWO MORE BOT GAS-
FIRED POWER PLANT PROJECTS. IN ADDITION, ANOTHER U.S.

FIRM CONTINUES TO TRY TO OBTAIN AFPROVAL FOR A COAL-FIRED
POWER PLANT PROJECT.

PROJECTS [NCLUDE:

PROJECT: ESKISEHIR 200 MW NATURAL GAS-FIRED POWER PLANT
FROJECT

COMPANIES: AES, GVA

STATUS: CONTRACT SIGNED. COUNCIL OF MINISTERS APFROVED

THE PROJECT WITH A DECREE ON 11/3/00. COMPLETION OF

FINANCIAL PACKAGE EXPECTED IN EARLY 2001, WITH START OF
CONSTRUCTION TO FOLLOW IMMEDIATELY. COMMERCIAL OPERATION
EXPECTED BY END OF 2002.

PROJECT: 206 MW ZONGULDAK ALAPLI (ATAM ELEKTRIE) NATURAL
GAS-FIRED POWER PLANT PROJECT

COMPANIES: GE POWER SYSTEMS AND GE CAFITAL

STATUS: CONTRACT SIGNED. COUNCIL OF MINISTERS APPROVED

THE PROJECT WITH A DECREE ON 10/28/00. COMPLETION OF

FINANCIAL PACKAGE EXPECTED IN EARLY 2001, WITH START OF
CONSTRUCTION TO FOLLOW IMMEDIATELY, COMMERCIAL OPERATION
EXPECTED BY END OF 2002

FROJECT: 500 MW KONYA ILGIN POWER FLANT AND MINING
PROJECT
COMPANIES: PSEG, NORTH AMERICAN COAL
STATUS: PSEG AND MENR HAVE A NUMBER OUTSTANDING ISSUES,

ON WHICH THEY DO NOT AGREE, AFFECTING THE FINANCIABILITY

OF THE PROJECT. PSEG SUBMITTED ITS FINAL PROPOSAL TO

MENR AT THE END OF OCTOBER 2000. FROJECT SHOWS LITTLE
MOVEMENT, THE EMBASSY CONTINUES TO ADVOCATE ON BEHALF OF
PSEG AND NORTH AMERICAN COAL.

TRANSFER OF OPERATING RIGHT PROJECTS

6. THE TURKISH ELECTRICITY GENERATION AND TRANSMISSION
COMPANY (TEAS) HELD A TENDER. IN 1396, TO TRANSFER THE
OPERATING RIGHTS OF 12 EXISTING POWER PLANTS FOR 20 YEARS
TO THE TURKISH AND FOREIGN PRIVATE SECTOR. A CONSORTIUM
LED BY U.5. FIRM NRG WON TWO OF THE TEN, THESE PROJECTS
ARE:

PROJECT: 620 MW SEYITOMER COAL-FIRED POWER PLANT
COMPANY: NRG

STATUS: CONTRACT SIGNED. COUNCIL OF MINISTERS APFROVED
THE PROJECT WITH A DECREE ON 07/18/00. NRG INITIALED [TS
AGREEMENTS WITH TEAS IN DECEMBER 2000 AND DELIVERED THEM
TO TURKISH TREASURY FOR REVIEW, COMPLETION OF FINANCING
EXPECTED BY THE END OF MARCH 2001,

PROJECT: 457 MW KANGAL COAL-FIRED POWER PLANT

COMPANY: NRG

STATUS: CONTRACT SIGNED. COUNCIL OF MINISTERS APPROVED
THE PROJECT WITH A DECREE ON 0R/05/00. NRG INITIALED ITS
AGREEMENTS WITH TEAS IN DECEMBER 2000 AND DELIVERED THEM
TO TURKISH TREASURY FOR REVIEW. COMPLETION OF FINANCING
EXPECTED BY THE END OF MARCH 2001,

7. THE TURKISH MININSTRY OF ENERGY AND NATURAL RESOURCES
{MENR) HELD A TENDER IN 1997, TO TRANSFER THE OPERATING

00500000001632



0D1/528/01 12:49 FAX 202 482 014U ENERLY L1y 1ol LY o Nl WP AR

-

RIGHTS OF 25 ELECTRICITY DISTRIBUTION GRIDS FOR A FERIOD

OF 30 YEARS TO THE TURKISH AND FOREIGN PRIVATE SECTOR.

MENR, AWAERDED ONE TENDER TO A CONSORTIUM MNCLUDING HOWARD
ENERGY.

FROJECT: BURSA-YALOVA ELECTRICITY DISTRIBUTION

COMPANY: HOWARD ENERGY

STATUS: CONTRACT SIGNED BUT AWAITS COUNCIL OF STATE,
DANMISTAY, APPROVAL. COURT HEARING ON THE VALIDITY OF
CONTRACT HELD ON OCTOBER 3, 2000, RESULTING [N A NEGATIVE
DECISION, WHICH MENR HAS APPEALED. THE DAMNISTAY'S SUPREME
BOARD OF JUDGES WILL REVIEW THE DECISION EARLY NEXT YEAR.

RENEWARLE ENERGY

8, THE TURKISH GOVERNMENT EXPECTS ENERGY CONSUMPTION TO
INCREASE BETWEEN 8-10 PERCENT PER. YEAR OVER THE NEXT
DECADE. IT MUST INCREASE THE NUMBER. OF GENERATION PLANTS
TOMEET THAT DEMAND, WHILE AT THE SAME TIME, MINIMIZING
THE ADDITIOMAL POLLUTION THAT THESE PLANTS WILL EMIT. IN
ADDITION, TURKEY WANTS TO PROTECT ITS ENERGY SECURITY.

TO MEET THESE GOALS, THE TURKISH GOVERNMENT HAS AWARDED
TENDERS FOR A NUMBER OF RENEWABLE ENERGY PROJECTS. US.
FIRMS ARE [N THE PROCESS OF IMPLEMENTING THE FOLLOWING
PROJECTS, USING THE BUILD-OPERATE-TRANSFER (BOT) MODEL.

PROIBECT: 25 MW AYDIN GERMENCIK GEOTHERMAL POWER FLANT
PROJECT

COMPANY: ORMAT

STATUS: CONTRACT SIGNED. COUNCIL OF MINISTERS APPROVAL
EXPECTED SHORTLY. POSSIBILITY OF INCREASING PLANT
CAPACITY TO 120 MW EXISTS.

PROJECT: 26.5 MW CESME KOCADAG WIND POWER PLANT
COMPANIES: PRINCETON DEVELOPMENT AND STERLING ENERGY
SERVICE

STATUS: STATE PLANNING ORGANIZATION APPROVAL GRANTED IN
2000, CONTRACT NEGOTIATIONS CONTINUE.

PROJECT: 3% MW CANAKKALE WIND POWER PLANT

COMPANY:; CANNON INTERNATIONAL

STATUS: STATE PLANNING ORGANIZATION APFROVAL GRANTED TN
2000, CONTRACT NEGOTIATIONS CONTINUE.

PROJECT: 50.4 MW CESME KOCADAG WIND POWER PLANT
COMPANY: CANNON INTERNATIONAL

STATUS: STATE PLANNING ORGANIZATION APPROVAL GRANTED IN
2000. CONTRACT NEGOTIATIONS CONTINUE.

PROJECT: MAMAK WASTE POWER PLANT (10 MW)

COMPANY: U.5. - TURKISH JOINT VENTURE: TURK AMERICAN
INTERNATIONAL ENERGY VENTURES

STATUS: STATE PLANNING ORGANIZATION APPROVAL GRANTED IN
2000. CONTRACT NEGOTIATIONS WITH THE ANKARA MUNICIFALITY
CONTINUE.

9. COMMENT: AS THIS LIST SHOWS, U.5. FIRMS HAVE FLAYED A
TREMENDOUS ROLE IN MEETING TURKEY'S ENERGY NEEDS, USING
EVERY INVESTMENT MODEL. IT HAS NOT BEEN EASY TO DEVELOP
THEIR PROJECTS. INDEED, IT HAS TAKEN YEARS AND VERY
SIGNIFICANT RESOURCES TO RESOLVE ALL THE CHALLENGES THAT
THESE COMPANIES HAVE FACED. THE TURKISH GOVERNMENT I3
AWARE OF THE DIFFICULTIES AND APPRECIATES THE PATIENCE
AND DEDICATION U.5, COMPANIES HAVE SHOWN TO DATE.

10. THE TURKISH GOVERNMENT 15 IN THE PROCESS OF

INTRODUCTNG LEGISLATION, WHICH IT EXPECTS WILL CREATE A
LIBERALIZED ENERGY SECTOR IN TURKEY BY 2003. THE GOT

HOPES THAT A LIMITED NUMBER OF CONTRACTS CURRENTLY UNDER
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FINAL NEGOTIATION (INCLUDING SEVERAL ON THE LIST ABOVE)
WILL MEET TURKEY'S ENERGY GENERATION NEEDS UNTIL THIS
TRANSITION 1S COMPLETE, AFTER WHICH TIME COMPANIES WILL

BE FREE TO DEVELOP THEIR PROJECTS WITH CONSIDERABLY LESS
GOVERMMENT INTERFERENCE. WE EXPECT THAT U.S. COMPANIES
WILL CONTINUE TO PLAY A VERY LARGE ROLE IN MEETING
TURKEY'S ENERGY NEEDS UMDER THE NEW REGIME. END COMMENT.
PEARSON

BT
8414
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Secretary Rubin will be visiting at an optimistic, even
heady time for Mozambique. Economic restructuring, though not
complete, has made a tremendous difference in the psychology
the place, as evidenced by the Harvard Institute for
International Development/World Economic Forum 1998 African
Competitiveness Report which ranked Mozambican businesses the
most "optimistic™ of those in 23 African countries surveyed. i
Since then, qualification for massive debt relief under the [~ T
Highly Indebted Poor Countries (HIPC) initiative has further
brightened the outlook for the country. It has been the < 1ﬁ¥¢f1
government's willingness and ability to successfully undertake e -
economic reform, however, that has made this war torn countr{

. = \

so confident about its own future. L&?TQ“ﬂbjfL'

The positive results of economic reform are cbvious. All
indications are that a period of rapid economic expansion has
begun. Economists are revising 1997 estimates of growth upward
from 8 percent to 12 percent. Domestic credit to the economy
in 1997 grew 44 percent in real terms, and is expected to grow
another 30 percent in 1998. Major foreign investment projects
are beginning to materialize, most noticeably the $1.3 billion
MOZAL aluminum smelter, the $2.5 billion Maputo Integrated
Steel Project, the $ 500 million Gencor Heavy Sands processing
and smelter project in the north, and the $300 million Maputo
Corridor Toll Road.

While the economic reform effort over the past three years
has been comprehensive, it is still unfinished. The successes
scored in 1996 and 1957 have convinced most rank and file
officials of the correctness of the government's course, and
most have become willing collaborators. The reform effort will
have to deepen over the next few years to meet increasing
demands on the government from the public and from major
foreign investors. The lack of human capacity within
government and the country at large is acute. For this reason,
human capacity building must be structured into every aspect of
foreign assistance. As Minister of Planning and Finance Tomdz
Salom3o recently emphasized, "We have to train, train, train."

One question on the minds of Mozambicans is how Mozambique
will be treated under the President's Partnership for Economic
Growth and Opportunity. Short listed but excluded from the
itineraries of a number of high level U.S. official visitors
the past 12 months, the GRM is wondering whether its reform
effort has been recognized by Washington, HIPC
notwithstanding. Secretary Rubin's trip is an excellent
opportunity to convey to the GRM that Washington is aware of
the success story being written here, and that there is an
appropriate place for Mozambique within the President's
Partnership with Africa.

On the table with Mozambique is a U.S. bilateral investment
treaty (BIT). The GRM has accepted the premise of a U.S. BIT,
and wants to move rapidly on it. With Enron, Arco, Cabot, the
Railroad Development Corporation, and Seaboard investing
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sizable sums in this country, it behooves us to move on a BIT.
Secretary Rubin's trip provides an opportunity to underscore
the importance of a BIT, and to advocate on behalf of these
American companies, each of which has an investment project
before the government.

Since 1995, the Ministry of Planning and Finance under
Minister Salomdo has provided strong, unwavering leadership
within the government for reform. In particular, the ministry
has held the line on new spending, while shifting increasing
emphasis toward health and education and away from defense.
The ministry has introduced new methods that have brought
greater transparency and clarity to the budget process. And,
the ministry has been an unwavering proponent of reform, using
its political and bureaucratic muscle to push other ministries
and agencies forward.

One example has been Customs reform, where private
management, closure of loophole duty exemptions, and an overall
reduction of tariffs have had a dramatic impact on operations
and revenues. Though private management of customs began only
in May, 1997 and tariffs had been substantially reduced only
six months earlier, customs receipts for 1997 increased 28
percent. The next step is to introduce new legislation and
streamlined procedures to facilitate rather than hinder
international commerce.

Another example has been the Center for Investment
Promotion (CPI). Once an investment approval agency which
hindered investment, CPI has been transformed into a true
investment promotion agency. Fernando Sumbana, CPI'S activist
director appointed in 1997, has extended CPI's mandate to
include lobbying other agencies and offices within government
to streamline their permit and licensing procedures. He also
assumed a leadership role within government in advancing the
MOZAL aluminum smelter project (the first Industrial Free Zone
investment for Mozambique) and the Maputo Integrated Steel
Project (MISP).

At present, the Ministry of Planning and Finance is -
absorbed with the introduction of a VAT tax system, which is
desperately needed to replace the existing system of taxes
which cumulate transaction by transaction and are a
disincentive to formal sector activity. Legislation will be
considered in 1998, but implementation has been delayed until
April, 1999 to allow adegquate preparation time and to avoid
association with or compounding holiday seasonal inflation at
the end of the year.

Working closely with the Ministry of Planning and Finance,
the Bank of Mozambique (BOM) under Governor Adriano Maleiane
has done an outstanding job of controlling inflation, fostering
a suitable environment for the financial sector to grow, and
managing foreign exchange. BOM policies brought inflatiom down
from a high of 70 percent in 1994, and have kept it down for s
the last 26 months. Inflation was less than 6 percent in 1397
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and so far in 1998, the IMF reports that inflation has hovered
near zero. Low inflation and a liberalized foreign exchange
regime have translated into stable foreign exchange rates and
resurgent demand for the local currency, the metical. One
result has been the almost embarrassing accumulation of foreign
exchange reserves, now seven months worth of imports and
growing.

All banks operating in Mozambique are now private, a major
accomplishment. To do it, the GRM had to first create and then
privatize both the Banco Comercial de Mogambique (BCM,
privatized in 1996) and the Banco Popular de Desenvolvimento
{(BPD, privatized in September, 1997). Under the supervision of
the Bank of Mozambique, new banks have entered the market
and/or have increased their national presence and share
capital, As fast as the BOM can develop necessary regulatory
and/or supervisory procedures, new products and services have
been introduced. Most recently, the establishment of an
interbank money market has improved market liquidity. A new
law governing checks was passed. And now, credit and debit
cards can be found. Expected soon is the launch of a small
stock exchange in Maputo, where the government can market
shares retained in privatized companies. And finally, the BOM
is considering issuing domestic debt to facilitate the indirect
management of money supply.

Since 1989 legislation to facilitate the sale of
state-owned assets, over B840 companies have been privatized.
Particularly successful has been the UTRE program for large
enterprises, administered by the Ministry of Planning and
Finance with assistance from the World Bank. At this point,
UTRE is running out of companies to privatize and is preparing
to close its doors on a successful program. The program for
smaller companies, GREICT, under the Ministry of Industry,
Commerce, and Tourism, has been proceeding at an accelerated
pace of late, and may well be able to close its doors in 1999.
Additionally, the GRM has undertaken to sell houses, buildings,
and real estate it expropriated when the Portuguese left the
country at Independence.

Some parastatals have remained under the control of their
respective ministries, but have been forced to function on a
commercial basis. Such is the case with the national port and
rail, talaphune. electric, airline, and fuel distribution
companies, which now function autonomously from government in
liberalized sectors. One positive result has been that
subsidies to parastatals have been reduced to less than one
percent of government expenditures. 1In 1997, the government
announced plans to privatize water companies and willingness to
license private power producers and distributors. 1In the
future, the government might sell some of its interest in these
enterprises to the publlc or to strateg1c foreign investors,
and open competition in these sectors is foreseen.

Though the financial sector has certainly led the reform
effort, no sector has been left untouched. Telecommunications,
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transportation (land, sea, and air), energy, health, labor,
agriculture and fisheries have all been subject to major
changes in legislation and/or liberalization the past two
years. While more needs to be done, almost every ministry and
certainly the few remaining parastatals have had to rethink
their roles and missions. The ministries of Education, and
Agriculture and Fisheries have lagged, but are now undertaking
comprehensive reform. The effort tc reform the Commercial Code
under the Ministry of Industry, Commerce, and Trade has been
difficult since it involves coordination among a number of
ministries, including the Ministry of Justice. As the Ministry
of Planning and Finance accomplishes its most important tasks,
what is needed is for other economically oriented ministries to
assume leadership to further reduce red tape and administrative
barriers to business.

Sound fiscal and monetary management, successful economic
reform, and impressive statistics have provided the right
environment to attract critical foreign investment. More than
$ 6 billion in realizable foreign investment, led by the South
Africans and the U.S5. is expected to materialize over the next
five years. Major investment projects in very advanced stages
are listed below.

- Gencor/Billiton has begun preparations to construct a §
1.3 billion aluminum smelter outside Maputo. This is the
first of several megaprojects to get started. Construction
is scheduled to begin the first week of July; work on
erecting transmission lines through South Africa and
Swaziland has already begun.

- Enron and Industrial Development Corporation of South
Africa have traveled the long route to devise the § 2.5
billion Maputo Integrated Steel project (MISP), which
should be reviewed and, hopefully, approved by the Council
of Ministers on or by July 7.

- In June, Arco announced its program to spend $ 60 million
on natural gas exploration in conjunction with SASOL of
South Africa. The intention is to pipe gas to Secunda,
South Africa for use at SASOL's synfuel plants there.
Fluor Daniel did the feasibility study on a (app.) $ 600
million pipeline.

- Construction of the new $ 300 million Maputo Corridor toll
road began in May. A one-stop border crossing will be
built. The road should shorten travel time to Johannesburg
and Pretoria to six hours.

- Cabot Corporation of Boston plans to start rehabilitating a
tantalite mine in Zambezia Province in September at a cost
of $ 30 million. Cabot is currently negotiating with
partners to double its one-third interest in the project.

- The Railroad Development Corporation of Pennsylvania and -
Edlow Resources of Washington, D.C. are part of a

1
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consortium which is negotiating long term concession rights
to invest in upgrading and managing port and rail services

along the northern Nacala Corridor. Up to $§ 80 million may
be involved.

In addition to ongoing tax, customs, and commercial code
reform, what will be needed to support this level of investment
is improved infrastructure, a judicial regime that inspires
confidence, and a strong GRM focus on building human capacity.

Mozambigque has natural gas, coal, and hydropower and the
energy sector has attracted considerable foreign investor
attention. A new energy policy has provided the framework for
the government to concession almost all available territory in
Mozambique's sedentary basin for o0il and gas exploration.
Those engaged include major international companies such as
Enron, Arco, British Petroleum, Lonropet (a division of
Lonrho), SASOL, as well as junior companies such as the
Canadian Scimitar, Antrium, and Canops companies, and Norwegian
NMorbay. Of this group, British Petroleum and Lonropet have
made it clear that they are looking primarily for oil.

In Tete Province, Cahora Bassa Dam, the second largest in
Africa, can produce 1700 MW (firm) of power. Repair of
war-damaged transmission lines from the dam to South Africa and
Zimbabwe was completed in 1997, enabling the export of 900 MW
to South Africa, 500 MW to Zimbabwe. The dam is 82 percent
owned by the Portuguese Government (which just announced its
intention to sell), and 18 percent owned by the Mozambican
government. A European funded feasibility study will soon get
started to determine whether to develcp the Morth Shore of
Cahora Bassa and/or build a second major dam downstream on the
Zambezi River. Nearby at Moatize, the U.S. Trade and
Development Agency is considering whether to fund a feasibility
study to gauge the prospect of using steam ccal to fuel a 1000
MW power plant. The additional power may be piped to Beira and
then on to Maputo, or feed into the newly created Southern
Africa Power Pool under SADC.

Mozambique promises to be an important supplier of
transportation services to South Africa, Swaziland, Zimbabwe,
Malawi, Zambia, and Botswana. In addition to the northern
Macala Corridor, major investments are expected from the chosen
private managers of the Port of Maputo and southern rail
systems. Management of the Port of Beira and the central rail
system should be privatized next in 1999. In 1997, the
government launched a TVA like effort to develop the Zambezi
River Valley, along the war damaged Sena rail line from Beira,
passed sugar plantations now undergoing privatization and on to
Tete Province and the Moatize coal fields, where coking coal is
abundant. The African Development Bank funded Louis Berger
International to analyze the restructuring of Mozambican
Airports, opening the way for private management concessions in
most every area. Meanwhile, road, coastal shipping, and air
transportation has also been liberalized.
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7 Of greatest concern in the political sphere is the
institutionalization of democracy. While the Parliament has
matured somewhat, the system established to hold elections has
not instilled confidence amcong the opposition parties, causing
most, led by RENAMO, to withdraw from participation in the June
30 local elections. The existence of an guard in both the
ruling party FRELIMO and the main opposition party RENAMO has
hampered compromise. This has showed itself most recently in
the differences between the two over election administration.
The government needs to understand the importance of making
progress in this area.

0f greatest concern in the economic sphere is completing
the task of unencumbering the private sector from government
red tape and legal bottlenecks. High on the list is Commercial
Code reform, tax reform, and the land tenure system. Of these,
the most problematic is land.

All land is owned by the state. Land-use concessions are
granted for periods of 50 years with "automatic"™ renewal and
the system has been fraught with irregularities and
opportunities for corruption. While individuals may own
improvements on land, they may not own the land itself. This
generates uncertainty for investors and means that land cannot
be used as collateral for loans. While there is a need to sort
out small holder claims and communal rights in rural areas,
Mozambique also should look at privatizing urban land, as has
been done in Uganda. This would allow commercial real estate =
to be used more efficiently, allow private enterprise to
respond quickly to opportunities in a rapidly growing economy
by permitting land to be used as loan collateral, and put forth
a model for the later privatization of rural land, especially
for commercial agriculture.

Pl o |

Also of concern is corruption. Unlike many African
countries, Mozambigque does not have a long history of
corruption. The problem grew during the transition years
1989-1995 when inflation gutted government salaries and
officials were unsure what would happen after the December,
1994 general elections. With extensive privatization, _
requlatory reform, and market liberalization, corruption has
been on the decline, but has persisted. The government has
embarked on civil service reform designed to instill greater
professionalism and raise salaries to retain the most
qualified. More needs to be done. In 1997, the Parliament
voted down the Ministry of Planning and Finance proposal to
create an independent higher authority on corruption in favor
of strengthening the current judicial system, which functioms
poorly and is unlikely to effectively combat corruption. We
are working to establish a local chapter of Transparency
International to provide a public voice on the issue. To
mitigate risks for foreign investors, Mozambique should ratify
the New York Convention on Arbitration as soon as possible.
Whatever the form, Mozambique needs to address corruption
before it becomes part of the culture and challenges its -
nascent democracy.
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Also of considerable concern is establishing a sound basis
for balanced development. While true that most major foreign
investments at this time target Maputo, there are several
focussing on the center and north of the country where many
natural resources are located, including arable land of which
only half is farmed.

Agriculture will be central to the long-term development of
the nation and is crucial to the survival of three-fourths of
the population, which derives its livelihood from the land.
Just three years after the successful resettlement of war
refugees in 1993-94, the country became virtually self-reliant
in grain production, but this is subject to good rains. With
the exception of cotton and sugar where commercial investments
are being made, rapid growth in agriculture is unlikely due to
poor small holder farming methods and weak rural markets.
Transportation infrastructure and rural market development have
been key elements in assisting Mozambican agriculture, and
comprise an important part of our AID program in the country.

(SESAV 717)

00500000002077



SENSITIVE BUT UNCLASSIFIED

INDIA
(% in thousands)

Account FY 2001 Enacted FY 2002 Request

Rationale for prioritization - India has offered the U.S full cooperation and logistical
support, to include overflight, refueling and turnaround, access to ground facilities,
seaports and airports, in addition to the use of Indian soil for staging and transit,
including strike aircraft, ground forces, naval units and other combat assets. Foreign and
Defense Minister Jaswant Singh publicly confirmed India's unprecedented offer of
support on September 14, saying India was willing to provide logistical support to and
serve as a staging area for U.S. military forces. India is also a front-line state grappling
with terrorism in Kashmir and is concerned that U.S efforts to include Pakistan in the
coalition will be at the expense of its new, much broader and deeper relationship with the
U.S. The A key GOI priority, nuclear-related (Glenn Amendment) sanctions against
India were lified on September 22, thus allowing for broader bilateral and multilateral
economic engagement,

Economic and Development Assistance - India received approximately $5 million in
ESF funding in FYO0I, dedicated primarily to financial markets reform. $7 million has
been requested for FY02. Additional funds would focus on economic growth assistance,
agricultural and food security, good governance and basic education. $58 million is
requested for FY02 to support women's empowerment, child survival, family planning,
HIV/AIDS, energy and environment and financial markets programs. Current
supplemental requests being discussed do not envision an increase in DA.

Military/Security Assistance - India receives .S, grant security assistance in the form
of IMET. India received $498,000 in FYOL The Department requested $650,000 for
FY02 and PM has recommended that India receive $1 million in IMET funds in FY03.
FMF awaits reconstitution at the bilateral Defense Policy Group.

Humanitarian Assistance - Food Assistance -- India receives food assistance under
USDA's 416(b) program. 20,000 MT of 416(b) food aid has been approved for FYO01.
$64 million of Title II food aid has been approved for India in FY01. In FY02, we are
requesting $80 million. We prefer OMB approval of additional Section 416(b) resources
first, and Title 11 resources second.

Trade Options/Tools - The U.S. absorbs 23% of India's exports ($10 billion). A WTO
member, India is our fifth largest GSP beneficiary. Although India had previously lost
half of its GSP access due to IPR concerns and has exceeded the program’s competitive
need limits for some products, a substantial portion of these benefits have now been
restored. USTR Zoellick announced a $540 million non-IPR-related GSP package in
August. India has a textile quota agreement with the U.S. covering $2.7 billion in exports

SENSITIVE BUT UNCLASSIFIED
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SENSITIVE BUT UNCLASSIFIED

in 2000. The quotas must be progressively eliminated by January 1, 2005. Ex-Im is open
across the board in India, but India has never been a large Ex-Im market (note that the
Enron/Dabhol problem may preclude additional Ex-Im/OPIC assistance if not speedily
resolved). India has never been a candidate to negotiate a BIT.

International Financial Institutions - IMF. India does not have or seek an IMF
program. MDBs. IDA-Blend; India is an active borrower from both the World Bank and
the ADB. India has its largest exposure to IDA ($19 billion) of any World Bank member,
and is one of the top 6 borrowers from IBRD ($7 billion). The World Bank’s lending
program for India is $3 billion ($2 billion IBRD, $1 billion IDA) over the period 2002-
04. Scope for supporting additional lending is limited. Indeed, by FY03, IBRD lending
must be scaled back to avoid exceeding India’s lending ceiling. Scope for additional DA
lending is limited by India’s slow implementation and poor track record of success.

Debt Options - India is able to service its debt and is unlikely to request debt relief from
the USG. Outstanding debt to the USG is $2 billion; external debt burden is 25% of GDP.
The estimated budget cost to reduce 100% of India’s debt would be $1.7 billion; the cost
of an illustrative Naples terms reduction would be roughly $570 million (unilateral) and
$540 million (multilateral). In FY 2002, payments of $348 million are coming due. The
cost to reschedule this amount bilaterally is $42 million, assuming a 4.5% interest rate.

SENSITIVE BUT UNCLASSIFIED
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KOREA MONITORING REPORT
MAC/AP - 2nd Quarter, 1999

At the April 7 board meeting on Korea, the IMF determined that, given Korea's progress, future
reviews of the stand-by arrangement will take place semiannually, rather than quarterly. The
next IMF review will likely take place in [early September] and the next board meeting is
scheduled for . Check Treasury

Six more disbursements, totaling about $1.5 billion ($245 million each), remain to be paid out to
Korea, the final one being scheduled for November 2000. Korea has already repaid about $8.5
billion of its IMF borrowings.

Under the IMF appropriations legislation of last year, the Secretary of the Treasury is required,
prior to each disbursement of IMF funds under Korea's existing Standby Arrangement, to certify
to Congress that Korea has either met all of the conditions of its Standby Arrangement or has
committed to a timetable to do so. To date Treasury has provided three such certifications, and
would need to do so again before the next disbursement, which is expected to take place in early
September.

It should be noted that, according to Treasury, the conditions are not given equal weight. They
are divided into structural performance criteria, which are specific targets that must be met, and
benchmarks, which should be met but which are treated as lesser commitments. All of the trade-
related conditions are benchmarks.

I. ELIMINATION OF TRADE-RELATED SUBSIDIES:

. Credited by IMF as done. 1A will continue to monitor.

IL. PHASE-OUT OF IMPORT DIVERSIFICATION PROGRAM (IDP):

. The last 16 items were eliminated on schedule on June 30, 1999, This 1s six months
earlier than the date to which Korea committed as part of its OECD accession. The 16
items are listed below. This condition has now been completed.

HS CODE DESCRIPTION

4011 10 1000 Rubber tires for motor cars
8409 91 1000  Parts for auto engines

8429 52 1000 Excavators

8457 10 0000 Machining centers

8458 11 0000  Numerically controlled lathes
8516 60 2000  Electric rice cookers

8521 10 2000 Video recorders (magnetic tape)
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I11.

Iv.

8525207030  Radio telephony apparatus (portable)
8528 12 9060 Color TVs (more than 63.5cm)

9703 22 1000 Motor cars (1000-1500cc)

8703 23 1000 Motor cars sedan (1500-3000cc)
8703 23 4000  Station wagons (1500-3000cc)

8703 24 1000 Motor cars sedan (over 3000cc)
8703 23 2000  Motor cars jeeps (over 2500cc)

8708 99 9000  Other parts/accessories for cars

9006 53 9090 Other 35mm cameras (roll film)

ADJUSTMENT TARIFFS:

Credited by IMF as done. Technically correct, but the manner in which it was done
leaves some tariffs at the higher “adjusted” levels (see previous reports).

IMPORT CERTIFICATION PROCEDURES:

Credited by the IMF as done. Passage of required legislation and issuance of necessary
implementing regulations is ongoing.

The Korean government undertook an internal review of 54 laws and regulations related
to imports and import clearance, the results of which the Ministry of Commerce, Industry,
and Energy (MOCIE) announced in August on schedule, thus complying with the IMF
condition. According to Embassy Seoul, as of [May 6], 26 of the changes (whether by
legislation, enforcement decree, regulation, or guideline) were completed. Check with
Embassy/Econ

BINDING OF KOREA'S OECD COMMITMENTS ON FINANCIAL SERVICES
IN THE WTO:

The Korean government bound its OECD accession commitments on financial services
with the WTO on January 1999. Certain cross-border services were excepted. Treasury
continues to negotiate with the ROK.G, and reports that progress is being made.

Korea submitted a revised GATS financial services schedule to the WTO in January 1999
that reflected most, but not all, of its OECD financial services commitments in terms of
commercial establishment, Korea chose, however, not to bind any of its OECD
commitments for cross-border provision of financial services. In response to Treasury's
concerns, Korea agreed in February to bind a number, but not all, of its cross-barder
OECD commitments. Korea did not agree to any significant improvements in issues of
commercial establishment. In a follow-up letter, Treasury requested that Korea bind: a
stronger commitment for establishment of 100% owned foreign bank subsidiaries,
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commitments for trading in three types of financial instruments (derivatives, exchange
and interest rate instruments, and bullion and other negotiable instruments), and the full
range of information and advisory services. We have also requested that Korea bind
remaining commitments for cross-border services, including for life insurance and
financial information and advisory services, in which Korea made no cross border
reservations under the OECD. In a letter of May 20, 1999, Korea agreed to bind three
more areas: commercial presence for 100% bank subsidiaries and trading of derivatives,
exchange rate and interest rate instruments, and other negotiable instruments, and mode
2 foreign exchange trading services. We have told the Koreans this still is not enough
and are developing a written response to that effect which draws on OECD Secretariat
expertise.

VI EQUITY/PRIVATIZATION:
This area falls under the Macroeconomic Policies section of Korea's Letter of Intent to the IMF.
However, privatizations are of interest to potential U.S. investors. Following is the status of

privatization of various government-owned or -invested entities in Korea:

. The National Textbook Company, Korea Technology Banking Corporation, and Namhae
Chemical Corporation have been privatized.

. POSCO sale of 5.8% has reduced public ownership to 20.8%

. Bidding for Korea Heavy Industries (Hanjung), originally scheduled for February, has

been delayed.

. Korea General Chemicals pending

. Korea Ginseng and Tobacco, Korea District Heating will occur in phases over the next
four years,

. Korea Gas (KOGAS): after short-listing three candidates (Osaka Gas, British Gas, GIC-
Singapore), KOGAS called off the process. Enron bid from the U.S. Possible [PO in the
fall.

. Daehan Qil Pipeline will go forward but only with local companies bidding the first
round. No interest from foreign companies.

. Korea Power Company (KEPCO): currently 53.2% government-owned, 46.8% private
(19% U.S., 27.8% Korean).

. Korea Telecom has been publicly listed and the ROKG will reduce its share to 33.4% by
2000,
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TREASURY |5 PREPLRING & SUPPLEMENTAL FUND OF 408 TRILLION
LIRA MOUCHLY USD 42@ NILLICW) 10 ALLOW THE STATE ERERCY
COMPANIES T PAY THEIR BILLS OVER THE MEXT FOUR HONTHS
WHTLE THEY SET THEIQ FIMAMCOAL MOUSES IN DRDER,  COMPANY
OFFICLALS ARE PLEASED. ALTHOUGH THEY REMAIM CONCERKED
ABDAIT UNPAID FOREIGH ENCHANGE DIFFEREMTIAL BILLS. EMO
SUMHARY.

L [SBU OFFICIALS AT DOGH ERERGY JEDISCH HISSIOM AND

TRAKYR ELECTRIC ([EMAQK) CONFIAMED THAT THE TURKISM STATE
ELECTRICITY TRANSHISS1OM KD GEMERATION COMPARY (TEAS)

GEMERATED [N FEERUARY, [(h}({_‘}]

[(b)(4)]

1. ssn(b)(6)]
T0LD ECONOFF HAY 18 THAT [{b)&ﬁ

HAB MET OVER THE WAY 6 WEEREND
10 DISCUSS WEANS TO RESOLVE THIS PAYHENTS 1SS0 AS
QUICKLY A5 POSSIBLE. Stﬂ&ﬁ)}] PROMISED THAT ENERCK
NOCLD HIRE A LAWYER SITH TEAS 10 RESOLUE THE
FOREICN EXCHAMGE DIFFERENTIAL QUESTICN A3 QUICKLY AS
Pﬁsnali.J{!b'g{ﬁpaEmma THAT TEAS |15 ALRERDY
WORKING 10 SCHEDULE AN APPOINTHENT FOR 175 LANVERS 10
HEET DURING TEE FIRST WEEK OF JUNE WITE LAWYERS CRON THE
FOUR UILD OPERRTE AMD TRANSFER CEMERATION PLANTS To
RESOLUE TRE 1SSUE.

5. Ul [(0) (6)]50 REPORTED TRAT TRERSURY HAS BECITED
TO PROVIDE AN ACOITIONAL 00 TRILLTON LARR TUND 1N THE
SUPPLENENTAL BUDGET UMDER PREPARATION WHICH WILL BE
HURILABLE FOR TEAS, TEDAS AND [URKISH STRTE PIPEL INE
COMPANY AND GAS IMPORT WOMOPOLIST BOTAS 10 COVER THEIR
OPERATION EXFENSES FOR THE NEXT FOUR MONTRS. THIS
ADDITIOAL MONEY SHOULD ALLOW TRESE AGENCIES TO DISCHARGE
OUTSTAND ING DEATS AND STAY CURRENT OK NEW DEBES WMILE
THEY REORGANIZE THEIR EXISTING CASH FLOW TO PREVENT
ARFEARAGES FROM ARISING 1N THE ruiuﬂiiﬁb (6)Jerecren
THAT THE TURKISH PARLIAMENT WOULD SUBNIT RIS
SUFPLEHENTAL FUND TO PARL IAMENT FOR APPROUAL DURING THE
FIRST VEEK OF mnx.ﬁgbg{ﬁgrm THAT TREASURY WOULD
ALSO KEEP A VERY CL EXPENDITURES MADE 34 THESE
STATE AGENCIES 10 FORCE THEW [0 CO EENSES. [(B)(4)]

00800000000020
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[(b)(4)]

G. 1SBU) BETWEEN JUNE AHD muunn-[gbg{ﬁ 10 THAT TEAS
WILL GRADUALLY RAISE IT5 PRICES T0°BOOST 115 CASH FLOW.
TERS INTEMDS TO RALSE THESE PRICES FROM THE CURRENT LEVEL
OF 4.1 CEXTS PER KILOMATT HOUR TO 5.1 CENTS N DECEMBER,
FOR THE YEAR. AKTUGAM BELIEVED TERS WOULD BE WBLE TO MEET
THE YEARLY AVERAGE TARGET OF 4.5 CENTS PROVIDED BY THE
WORLD BAKE,
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FAGE 81
AARDLE W4

HID=1001 ;353030 #nie

ACTION = [TRSIEON (1) eCALL 130 GIUR (1D o 1DB (b o ADC LLF+ FRRTLY ¢ B TSR0

INR Wuuy I8

PROBSLIAIL APR BT

FM AMCONSUL MUNBAI

T0 RUEMC/SECSTATE WASKDT PRIORITY 1L
INFO AUEHNE/ANEMBASSY NEW DELHI 7536
RUEHC | /AMCONSUL CALCUTTA 1475
RUERCS/AMCONSUL CHENNAD 1961
RUEATAS/TREASDEPT WASKLC
RUCPDOC/S00C WASHDC d8gh

OF qUsSBAY #6548 9951147 ﬁ \ b -
A b

FTF L 070 ULy e QUME 010 QG (100 SEN [=1+ TSON [=)  ERE = Elﬂf.\\B{\
7P AUEATRS . &’/

e

H "

UNCLAS WUMBAI BH345

STATE PASS EXINBANK FOR RITA MURRELL/DONNA SCHNE|DER
STATE PASS OFIC FOR BRIDGET WILL KNS AND RUTH ANN NICASTRI
STATE PASS IISTR FOR RICK AUZECKA

STATE PASS SEC FOR MARISA LAGD

STATE PASS T0 CURRAN AT SAM FRANCISCO FED

TREASURY FOR GEETRA RAQ

USDOC FOR JLIL/0I0/ANESA/KERENNAN
USOOC FOR 45387MAC/OSAD/ASTERN
LSOOG FOR REARDING

SENSITIVE

£.8, 17958 N/A
TAGS: EMRG, EF MY ECON. EINV: 1IN
SUBJECT: DABHOL R COMPANY CALLS FOR AREITRATION

REF:  MEW DELWI 1397

1. (SBUN O APRIL 4 2081 THE DABHOL
CLAIM I¥ THE LONDON COURT OF ARBITRATION AMD ISSUED MOTICES oF
CONCILIATIOM AMD ARBITRATION 70 THE GOVERMMENT OF INDIA dGOL) IN
CONNECTION WITH THE m_—gg._rmt OF THE DECEMSER 1298 BILL Of 312
HILLION. DPC KAS ALSD INVOKED THE STATE GUARANTEE FOR NOM-PATHENT
OF THE JAMUARY BILL: WHICH AMOUNTS T 524 MELLION (INCLUDING
IMTEREST). UMDE® THE WOTICE OF CONCILLATION: THE GOT HAS THE GPTICN
T0 USE THE NEXT SIXTY DAYS TO SEEK MEDNAILOM OF THE DISPUTE. IF THE
GOl CHOOSES WOT TO MEQUATE (R THE CASE COESN'T SETTLE WITHIN SIXTY
OAYS: THE PARTIES THEN HAVE THIRTY DAYS [N WHLICH TO CROOSE AN
ARBITRATOR AND THE CASE GOES TO LONDCH, [(b}{,q}]

1. [SBI DPC'S ACTUOMS COME IN THE WAKE OF LAST WEEK.S GO

TR

HID=108 83580381 417514 B
NOTIFICATION TO ENRON THAT IT WAS WOT GOING TO HCWOR 175 COUNTER-
GUARAMTEE ONW DABRAL REFTEL). THE GOI'S CHANGE IN POSITION FROM
EARLIER -~ WHEN |T HAD CLERRLY STATEQ LTS IMTENT TO ECHOR Tht
COKTRALT |F THE STATE COULD NOT PAY  HAS SURPRISED ENROM/DPE.

[(b)(4)]

[NOTE:; SINCE MSEB HAS PAID THE FERRUARY BILL AND THE
STATE GUARANTEE HAS JUST NOW BEEN INVOKED FOR JAWUARY: CMLY THE
DECEMBER BILL 15 UNOER DISPUTE | N ARBITRATICN. HOWEVER. THE [AMASE
AMOUNT CAM BE AMENDED TO INCORPORATE SUBSEQUENT WON-PAYMENTS IF THE
ARBITRATICN ORAGS OH, [END BOTE.I

G260
87
548
ELBC
NHSH

IINCI ASSTFIED
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PH 622-2222 RM 1121/MT

PRGE 81 HlD=18g2040900% LT
CAVERT 151 =

HENOLE ¥R

AGTION = TRS1E00 ALl o CALL ¢30aGIUN (EYa (08 TL0 G OLE 1OO LYo 1B 0L
IMF (e |:Fill.l_ﬂ__llrrﬂlﬂnlhﬂﬂrihifﬁ [ada THON 1<}

fil = M4

P RUGATHS
0E FUSHAY NEIAS BMLDYT

14R UOUGU ITH

PRGN R @

FhANCONSUL mUmBR!

10 RUERC/SECSTATE VASKDC PRISEITY 1362
1NF0 BUEANE/AREMBASTY MEW DELW) 1333
RUEHCH FAACONSUL CALCUTTR 1AL
RUEWCE/ARCONSUL CHENNAI 2387
RUSHASFANERBASSY MUSCAT
RUEATRS/TREASOSPT WaSKD:
RUCPOGEIUSOO WASKDE 9343

il’

UNCLAS MUNBAL 33105

L

STATE PASS EXIMBANE £08 BUTCHINSON AND RITA MURRELL

STATE PASS DFIL FOR RUTR WK N/GASTRI ANJ BRIDGET WILLIAMS
STATE PAST USTH FOR RICT RUTICKA

STATE PAST SEC FOR MARISA LAGO

TREASURY FOA GEETMA AAD

UEDGC FOR JLLOALEN AN SR/ WERENNAN
USROC FOR 4538/MRC/ 0540 ASTERN
USDOC FOR BAddrL TASTOral TSCHLAG
USCOC FOR RFRDING

SENSITIVE

£8 11958 Wik

TAGS: EWAG. EFIMs ECONG EINV IN

SUBJECT: ENOM UPDATE: STATE FLECTRICITY BOARD COHPLETES MOVEMEER
PRTHENT

LSRG I THE LATEST TWIST TO THE EMAON/DESNOL POMER COMPANY
[TPCY CRAMA: THE FAMARASETEA STATE ELECTRICITY BOMRD WERI ON
FESAURRY (2o 180 PAID ENRON THE ZEMMINDER OF 0TS OUTSTAMDING
BOVEMBER JEEE BtLL. W THE AOUNT OF T4 CHORE AUFEES (4B04T §Lb
HILLEOM . THIS PAYRENT SATISFIZS THE POSTION OF TRE TOTAL DERT FOR
WHICH ENEONFOPE AAD CALLED 1% THE CENTRAL COVEAMMEMT COUMTER-
GURRANTER. MEC(R REFCATS QUOTE &Y MSER CFFICIAL A5 SAVING THAT THE
FUNDS CRHE “PRATLY THAQUSK INTEANAL ASCRUALS AWD PARTLY FROM THE
STATE COVERMMEND, = WSEQ Mad UNFIL COB Tagay T0 Pa¥ ITS OUTSTARDING
INUOICE FAON DECEMEBER 1868 (R20UT 33 MILLIOM, 07 245 NOT DONE 504
AXD EMEOM/OPC ONCE RGAIN 15 ENTITLED TO CALL 18 THE CENTRAL
GOVERMMERT COUNTER-GUARRMTEE FOR THIS ANOUNT, [(b}(‘”]

an

Mid=laR1 4 REITS B23479 it

[(b)(4)]

1. SBU COMMENT:  THE LATEST PAYMENT Y MSE3 COMES AS A SURPRISE
COMSTOERING THAT, LNTAL WOW. THE STATE HAD WELD THE POSITION THAT [T
HAD MO FUMDS AVALLMBLE TC PAY ENROW/CPC, AND EVEN IF 1T BAD. 1T
WOULD MOF PAY ENRCK/GPC BECAUSE 1T CONSIOERED THE POMER EXPERSILE,
EUEN AFTER ENRON/OPC BAD NVONED TRE CEMTRAL GOVERMMENT (OUNTER-
CUARANTEE LAST WEEK, ALL IKDICATIONS WERE THAT THE STATE WAS WAITING
FOR THE CENTER 70 Ball IT WP, AEAMVHILE, MEDIA GEPLATS HAVE QUDTED
THE CENTER AS [S51STING TBAT IT OULD MAKE COOD OW 1TS QHLICATIONS
AND PAY ENRON/UPC IF NECESSARY. & WELL-PLACED SOURCE 1N TWE CENTRAL
COVERNMENT TOLD CONCENOFF THAT CENTAAL COUERNMENT MIXISTER
INFORMAT IO FAKALAN, HATIORAL CONCRESS PARTY LEADER SAARAD PAWAR ANI
THE PRIME AINISTER.S OFFICE WERS WORXING JARD TO FIND A “WIN-WIN
SOLUTICA™ 10 THIS 1S3UE.  THIS SOURCE FURTHER INDICATED TWAL “THE
CERTAAL COVERNMENT WAHTS TO STE® 1M WITROUT GIVING THE RPFERRENCE
THAT {7 HAS STEPPED IN.* THIS JIBES WITH WbA (Eb::(ﬁq;u AMBRSSALOR
CELESTE LAST VEER -- THAT TRE G2I WAS "IN THE MOO0" T2 ALCEFT
RODITICKAL POVER OR KELF ONSTRIBUTE DPC POWER TO OTHER STATES a0
THAT CENTHAL GOVERMAZNT MINISTER PRABMU “WANTS PO RESOLVE THE ENioN
ISSUE 44D HOATA GO1 COMRITRENTS™. [(D)(4)]

THE MSER.S MEW WILL NGNESS TO
TELR AND MACE A PARTIBL PAYSEN] 13 ENCOURACING. 07 15 CLERR TaAT
TEE STATE |5 FEELING MORE PAESSUNE  FAON THE CENTREL GOVERMAENT.
HUSINESSES CORCEANED BBOUT LAST WEZK.S DOWNCRADING OF MARARASHTRA.S
CREDIT RATING, AMD PERHAPS EVEN THE OPANI GOVERMMENT NWOSE REPS
WERE (N Tows [RST WEEW [0 CHECE QUT THE EMRON SITURTICN  QWaK 15
CORNITTED T4 SUPPLYING & LARGE GUANTITY OF LXD 10 TRE ENRCH PLANTI.
WAETHER THE STATE.S POSITIVE MOVERENT Wil CONTINUE REMINS TO 3¢
SEEN.  ERD COMRENT.
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